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Eglinton Hotels (Scotland) Limited 

REPORT* 

1 On the application of Members of the Eglinton Hotels (Scotland) 
Limited holding not less than one-tenth of the Shares issued, the Board of 
Trade in pursuance of the powers conferred on them, by Section 164 (1) ot the 
Companies Act, 1948, on 12th November 1959 appointed us to act as Inspectors 
to investigate the affairs of the above-named Company (hereinafter referred to 
as “The Eglinton Company”) and to report thereon in such manner as the 
Board might direct. 

2. In the course of our investigation we have carried out a general examina- 
tion of the books of the Eglinton Company for the period from 1st November 
1957 to 31st October 1959. The Head Office books and documents of the 
Eglinton Company were produced to us by the present Secretary and have 
been kept under our control while the investigation proceeded. We have also 
under the powers conferred on us by Section 167 (2) of the Companies Act. 
1948, examined on oath a number of officers and agents, past and present, of 
the Eglinton Company. In addition we have interviewed a number of persons 
whom we had no power to examine on oath, but who seemed likely to be able 
to give us information with regard to matters being investigated by us. 

3. The Eglinton Company is a Public Limited Company presently having 
its Registered Office at 6 Melville Street, Edinburgh. Its Issued Share Capital 
consists of 800,000 five shilling Ordinary Shares and 260,000 £1 Preference 
Shares. The Eglinton Company presently owns and manages the following 
Hotels and Restaurants in Scotland: 

The George Hotel, Edinburgh. 

The Royal British Hotel, Edinburgh. 

The Palace Hotel, Edinburgh. 

The Cafe Royal, Edinburgh. 

The Marine Hotel, North Berwick. 

The Royal Hotel, North Berwick. 

The Golf View Hotel, Nairn. 

4. During part of the period covered by our investigation the Eglinton 
Company also owned and managed the following establishments: 

The Stafford Restaurant, Edinburgh, 

“St. Ann’s”, North Berwick. 

“Springfield”, North Berwick. 

5. Over half the Issued Ordinary Shares of the Eglinton Company are 
registered in the name of the Adelphi Hotel (Glasgow) Limited. In consequence 
of Article 77 of the Articles of Association of the Eglinton Company the 
Adelphi Hotel (Glasgow) Limited would, in the case of a poll, have a majority 
of the votes, except in the limited cases where the holders of the Preference 
Shares have a vote, for example, when the Preferential Dividend is six months 
in arrear as at the date of the meeting. The matters which have given rise to 
the present investigation have all arisen subsequent to the acquisition in 



*In accordance with the provisions of Section 169 (1) of the Companies Act, 1948, the 
Board of Trade referred the Report to the Lord Advocate. After investigation by the 
Procurator Fiscal the Lord Advocate decided that the evidence did not warrant criminal 
proceedings. 
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August 1957 by the Adelphi Hotel (Glasgow) Limited of the majority of the 
Issued Ordinary Shares. So far as we have been able to ascertain the Adelphi 
Hotel (Glasgow) Limited was at all material times controlled by Mr. Laughton 
McLachlan who, as an individual, is registered as the holder of 1,000 Ordinary 
Shares of the Eglinton Company. We understand that during the period 
covered by this Report Mr. Laughton McLachlan or his family also controlled 
at least two other Companies, namely the, George Hotel (Glasgow) Limited 
and the Imperial Hotel (Glasgow) Limitecrand through these Companies and 
the Adelphi Hotel (Glasgow) Limited or as individuals owned and managed 
the George Hotel, the Adelphi Hotel and the Parkview Hotel, all situated in 
Glasgow. We were unable to ascertain the precise inter-relationship between 
these various Companies and interests. Upon these, as upon many other matters 
in which he had an interest and of which he must have had personal knowledge, 
the evidence of Mr. Laughton McLachlan was vague, unhelpful and unsatis- 
factory. 

6. In order to avoid confusion between the George Hotel, Edinburgh, and 
the George Hotel, Glasgow, we shall in this Report refer throughout to the 
above-mentioned Hotels in Glasgow as the Glasgow Group. 



7. During the period covered by our investigation there were fairly frequent 
changes in the Board of the Eglinton Company and there were also several 
changes of Secretary. The following persons have been Directors of the Com- 
pany since 1st November 1957: 



Name 

Alistair Walker 
Laughton McLachlan 

A. F. Anderson 

lohn Dawson 



E. R. Fingland 
lohn Walker ... 

J. E. Bowd ... 
D. Wright 
D. McArthur ... 
A. Provan 



T. M. Wedderburn ... 



Period 

Whole period. 

3rd July 1957 to 18th October 1958. 

25th October 1958 to 21st September 1959. 
3rd July 1957 to 25th October 1958. 

22nd September 1959 and still a Director. 

30th December 1957 to 25th October 1958 
21st September 1959 but not confirmed at 
Annual General Meeting on 23rd September 
1959. 

30th July 1958 to 25th August 1958. 

18th October 1958 but not confirmed at Annua] 
General Meeting on 23rd September 1959. 
3rd June 1959 to 22nd September 1959. 

29th June 1959 and still a Director. 

20th August 1959 to 21st September 1959. 
21st September 1959 but not confirmed at 
Annual General Meeting on 23rd September 
1959. 

6th October 1959 and still a Director. 



We have in this paragraph ignored appointments as alternate Directors. 



8. The following persons have acted as Secretaries or Secretary of the 
Company since 1st November 1957: 



Name 

1. Messrs. Walker & Walker, C.A. 

2. Mr. Duncan Wright, C.A. 

3. Mr. David McArthur, C.A. 

4. Mr. A. A. C. Hendry, C.A. 



Period 

1st November 1957 to 11th 
January 1958. 

11th January 1958 to May 1958. 
May 1958 to September 1959. 
September 1959 to date. 
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9. When Mr. Duncan Wright, C.A., was appointed Secretary in January 
1958 the Eglinton Company’s office and its Head Office books and records 
were removed from Messrs. Walker & Walker's office at 6 Melville Crescent, 
Edinburgh, to an address at 53 Maddox Street, London. About six weeks later 
the Eglinton Company’s office was transferred to 135 Wellington Street, 
Glasgow, and its Head Office books and documents were again removed to this 
new address. In May 1958 a further removal took place to the Palace Hotel, 
Edinburgh, and in September 1959 the Eglinton Company’s office was trans- 
ferred back to the office of Messrs. Walker & Walker, C.A. (of which firm the 
present Secretary is a partner), at 6 Melville Crescent, Edinburgh. As a result 
of the transfers above mentioned, and in particular those which took place in 
January, February and May 1958, the keeping of the books fell into arrear, 
and numerous principal documents were lost. Mr. Duncan Wright, C.A., does 
not appear to have had adequate Secretarial Staff, either in London or in 
Glasgow, and assistance had to be sought from time to time from outside 
accountants. Up to September 1959 the arrears in the keeping of the Head 
Office books were never wholly overtaken, and it is apparent that during a 
substantial part of the period between January 1958 and September 1959 there 
was no satisfactory control of payments to creditors. 

10. The audited Accounts of the Company for the year to 31st October 

1958, which were submitted to the Annual General Meeting on 23rd September 

1959, disclosed a loss before Taxation of £31,016, against a profit for the 
previous year of £44,266, a reduction of £75,282. We have examined the 
Accounts in order to include in our Report some explanation of this serious 
set-back in the fortunes of the Company. 

11. During the year there was a reduction in total turnover but this was 
wholly due to the sale subsequent to October 1957 of certain of the Company’s 
establishments. The remainder of the hotels actually show a small increase in 
turnover. 

12. In spite of the maintenance of turnover figures the gross profit on the 
hotels which were operated throughout the two years showed a reduction of 
£21,529, which was accounted for wholly by a reduction of the percentage 
profit on provisions. We have enquired into this matter and we have been 
informed that it was the result of a deliberate policy of the Managing Director — 
Mr. Laughton McLachlan — to give what was described to us as “Better 
Value”. The results of the George Hotel, Edinburgh, and the Marine Hotel, 
North Berwick, were the most seriously affected and in the former establish- 
ment the Hotel Manager made protests against the policy. 

13. There was an increase over the previous year of some £6,000 in the 
cost of repairs, which included considerable improvements and alterations at 
the Marine Hotel, North Berwick, and the hotel profits eventually showed a 
reduction of £39,360, of which £5,285 can be accounted for by establishments 
which had been sold during the year. This reduction does not give effect to the 
results of the Palace Hotel, Edinburgh, which the Company purchased in 
April 1958. For the period to 31st October 1958 a loss of £11,309 was incurred 
in this undertaking. The costs of establishing a new hotel are naturally heavy 
but the Company’s policy of reducing the rate of profit on provisions coupled 
with a lack of patronage added considerably to the initial costs. 

14. At 31st October 1957 a central stock of Furnishings, Carpets, Linen, 
etc., was valued at £6,489 in the Company’s Accounts. During 1958 the store 

5 



Printed image digitised by the University of Southampton Library Digitisation Unit 



in which the said central stock had been kept was closed and the whole value 
of £6,489 written off to Profit and Loss Account. This item is specially dealt 
with later in this Report. 

15. The Head Office charges for Management Salaries and General 
Expenses showed an increase of £15,986 but part of this can be explained by 
a non-recurring receipt of £4,530 in the previous year. The expenses in the 
year to 31st October 1958 include charges for Legal Expenses, Valuation Fees 
and Special Accountancy Charges which would appear to a large extent to be 
of a non-recurring nature. 



16. The final result can be summarised as follows: £ 

Trading Profit as per Accounts to 31st October 1957 
Reduction in Trading Profits of Hotels operated in 

both years 34,075 

Reduction in Trading Profits of Hotels, etc., sold 
during year 5,285 



£ 

66,498 





39,360 


Loss on Palace Hotel Trading 


11,309 


Central Store Stock written off 


6,489 


Non-recurring receipt credited in 1957 


4,530 


Increase in Head Office Charges 


11,456 



Trading Loss per Accounts to 31st October 1958 



£6,646 



These figures are subject to charges for Directors’ Emoluments, Depreciation, 
etc., as shown in the Company’s Published Accounts. 

17- The Managing Director’s policy of reducing the percentage profit on 
provisions was not compensated by any rise in turnover and there is no doubt 
that this was one of the main causes of the set-back, but from evidence given to 
us it appears that lack of control and efficient management at Board and Head 
Office levels has also had a considerable effect on the results. A system of 
internal audit and control ceased to operate as from the beginning of 1958 
and, moreover, certain payments referred to later on in this Report have, in 
our opinion, been wrongly charged in the Company’s Accounts. 

18. At the time of our investigation the trading results for the year to 31st 
October 1959 were not available but we believe that these will show some 
improvement. 

19. In the course of the audit for the year to 31st October 1958 the auditors 
drew the attention of the Secretary and the Directors of the Eglinton Company 
to a number of matters which called for explanation. In most of these cases, 
despite repeated requests and meetings, no satisfactory explanations were 
afforded, and this culminated in a letter, dated 30th June 1959, addressed by 
the auditors to the Board of Directors of the Eglinton Company. The relevant 
portion of this letter was in the following terms : 

“In connection with our audit of the Accounts of the Company for 
year ended 31st October 1958, we now write formally to report that we 
have not been given satisfactory information or explanations regarding the 
following payments: 

(1) Cheque dated 18th February 1958 for £1,100 payable to George 
Hotel (Glasgow) Ltd., debited to Capital Reserve. 
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(2) Cheque dated 24th March 1958 lor £1,900 payable to George Hotel 

(Glasgow) Ltd., repaid to the Company on 21st May 1958. 

(3) Cheque dated 1st April 1958 for £1,744 llr. payable to Laughton 

McLachlan. This amount was repaid by George Hotel (Glasgow) 
Ltd. on 21st May 1958. 

(4) Cheque dated 18th February 1958 for £980 payable to M. J. W. 

Muir, debited to Capital Reserve. 

(5) Cheque dated 1st April 1958 for £2,100 payable to .1. Walker 
(Dairy), endorsed by John Walker, 722 Rutherglen Road, Glasgow, 
in favour of Imperial Hotel (Glasgow) Ltd. This amount was 
repaid with interest on 8th December 1958. 

(6) Cheque dated 4th June 1958 for £1,731 16r. 4d. payable to Walker’s 
Dairies, endorsed by J. Walker, debited to Repairs and Renewals 
Account. 

(7) Cheque dated 6th June 1958 for £250 payable to John Dawson, 

included in sums advanced to Directors. 

(8) Cheque dated 2nd April 1958 for £400 payable to R. B. Meiklejohn 
& Co., debited to Repairs and Renewals Account. Invoices were 
not available and we were informed by the Secretary that the pay- 
ment was for televisions sets supplied to the Company. Copy 
invoices subsequently obtained showed that the goods were in fact 
electric heaters supplied to the George Hotel. On being questioned, 
Mr. Meiklejohn said that the heaters had been supplied to the 
George Hotel, Glasgow, and invoiced on instructions from Mr. 
McLachlan to Eglinton Hotels (Scotland) Ltd. 

(9) Cheque dated 8th March 1958 for £1,000 in favour of Hugh Twaddle 
& Son Ltd., debited to Repairs and Renewals Account. The invoice 
was missing. Subsequent enquiry revealed that at least £584 of this 
payment was for work done at hotels not owned by the Company. 

(10) On 18th February 1958 a payment of £3,000 was made to Mr. 

Laughton McLachlan for the lease of an office at 53 Maddox Street, 
London, without authority of the Board of Directors. Further pay- 
ments connected with this properly were made by the Company 
and an allowance was made to Mr. McLachlan for use of the 
property by the Company. Mr. McLachlan repaid £2,388 on 8th 
October 1958 and it appears that a balance of £912 was owing by 
him at 31st October 1958. This amount is included in Sums 
Advanced to Directors. 

(11) The Company purchased the Palace Hotel, Edinburgh, from 
Imperial Hotel (Glasgow) Limited at a price of £25,000 with effect 
from 30th April 1958. Payment of amounts totalling £17,500 were 
made to Mr. Laughton McLachlan for the purchase price, less a 
sum of £7,500 remaining on Bond. In addition payments, which 
we have been unable to vouch fully, aggregating £5,355 were made 
to Mr. McLachlan for legal expenses, decorations and other costs 
said to have been incurred by him. From the Minutes of Directors’ 
meetings it appears doubtful whether these transactions were 
authorised. 

In addition, for reasons explained to Mr. Wright and Mr. McArthur, 
we have been unable to satisfy ourselves that invoices rendered to the 
Company and payments made by the Company have all been in respect 
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of goods supplied or services rendered to the Company. We have also 
been unable to satisfy ourselves that the furniture and furnishings on 
hand at 31st October 1957 or purchased during the year have been 
properly accounted for. 

Repairs and Renewals aggregating £14,000 have been charged against 
the Reserve for Renewals of Furniture. In our opinion this amount should 
have been charged in arriving at the loss for the year. 

We shall be pleased to hear from you as soon as possible.” 

20. Eventually certain of the foregoing matters were dealt with specifically 
in the Report of the Directors of the Eglinton Company for the year ending 
31st October 1958, which, so far as relevant, was in the following terms: 

“1. The Directors submit herewith their Report and Statement of Accounts 
for the year ended 31st October 1958. They regret the delay which 
has occurred in the presentation of these Statements and the fixing 
of a date for the Annual General Meeting. In this connection, Board 
of Trade permission was duly sought and granted for an extension to 
the time limit laid down in Section 148 of the Companies Act, 1948, 
for the presentation of Accounts to the Members. 

2. It is with regret that they record that a Trading Loss has been incurred. 

The reasons for this loss are (1) a fall in gross profit on food, con- 
sequent on a deliberate policy of providing even better value for 
money to stem the fall in sales, and (2) essential additional exenditure 
on redecoration and furnishings absorbed in the year’s working costs. 

3. The manner in which your Board has dealt with the Trading Loss for 

the year ended 31st October 1958, and the balance at that date of 
the debit of Profit and Loss Account, is set forth in the Accounts 
submitted. A transfer to Profit and Loss Account of £12,500 from 
Tax Equalisation Reserve has been made. A claim for repayment of 
Tax under Section 341 of the Income Tax Act, 1952, will be sub- 
mitted by the Company. 

4. Your Board considered it proper to pay the dividend on the 5 per cent 

Cumulative Preference Shares at the due date since adequate revenue 
reserves for the purpose were available. 

5. The Board reports, with regret, infringements of Section 190 of the 

Companies Act, 1948, which deals with loans to Directors and Officers 
of the Company. Information, as required by Section 197 of the Act, 
on loans made during the year ended 3 1st October 1958 to Directors 
and Officers is as follows: 

Date Made 

1958 Made to Amount Date Repaid 

24th March George Hotel (Glasgow) 

Ltd £1,900 21st May 1958. 

1st April Laughton McLachlan ... £1,744 lli. 21st May 1958. 
Interest on these two amounts has been charged. 

The payment to the George Hotel (Glasgow) Ltd. is recorded 
since Mr. Laughton McLachlan and Mr. John Dawson are associated 
with that Company. 

A further illegality was a payment of £250 made on 6th June 
1958 to John Dawson, then a Director of the Company. The reason 
for this payment has not been established. It was repaid on 2nd July 
1959. 
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Further advances were made in respect of Mr. John Walker in 
1959 amounting to some £343 65. 11 d. These were repaid on 19th 
August 1959 with interest at 6 per cent. 

Since the Balance Sheet date the George Hotel (Glasgow) Ltd. 
supplied goods to the amount of £877 in December 1958 to the 
Company. These were repaid in goods. Goods were supplied to the 
George Hotel (Glasgow) Ltd. amounting to £1,286 and have been 
invoiced at cost. 

6. Your auditors have found it necessary as a consequence of these and 
other defects to qualify their report upon the Accounts presented. In 
particular, they have drawn attention to: 

1. Inadequately documented transactions. 

2. Their being unable to satisfy themselves that the furniture and 
furnishings on hand at 31st October 1957 or purchased during 
the year ended 31st October 1958 have been properly accounted 
for. 

The Board greately deplores these serious discrepancies and is 
taking urgent steps to deal with and remedy all matters to which your 
auditors have drawn its attention.” 

21. The Report also contained a further paragraph in the following terms: 

“Mr. McLachlan, Mr. D. Wright and Mr. A. Walker disagree with 

certain sections of this Report.” 

22. The Report of the auditors appended to the Accounts for the year 
ended 3 1st October 1958 was in the following terms : 

“We have audited the above Balance Sheet and annexed Profit and 
Loss Account. 

We are not satisfied that all invoices rendered to the Company and all 
payments made by the Company have been for goods supplied or services 
rendered to the Company or that furniture, furnishings and equipment on 
hand at 31st October 1957 or purchased during the year have been 
properly accounted for. We have been unable to satisfy ourselves that a 
debt of £3,641 due to the Company at 31st October 1958 will be fully 
recoverable. 

Subject to the foregoing, we report that we have obtained all the 
information and explanations which we considered necessary, that proper 
books have been kept and that the Accounts, which are in agreement 
therewith, together with the details of loans to Directors given in para- 
graph 5 of the Directors’ Report, comply with the requirements of the 
Companies Act, 1948. 

In view of the position as stated above, we are unable to. report that, 
in our opinion, the Balance Sheet and Profit and Loss Account give, 
respectively, a true and fair view of the state of the Company’s affairs at 
31st October 1958 and of the loss for the year to that date.” 

23. We devoted the initial stages of our investigation mainly to the matters 
raised by the auditors in their said letter dated 30th June 1959 and to certain 
matters which were raised by the Applicants for this investigation both prior 
to and subsequent to our appointment. In the course of our investigations 
certain additional matters also came to light on which we think it proper to 
report. 
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24. We now deal in order with the specific transactions investigated by us 
and upon which we think it proper to report. 

Cheque numbered 11833 for £1,100 drawn in favour of George Hotel ( Glasgow ) 
Limited on the Eglinton Company's bank account and dated 18th February 
1958: 

25. This cheque (hereinafter referred to as cheque “A”) was signed by Mr. 
Laughton McLachlan as Director, and by Mr. Duncan Wright as Secretary, 
the Board having resolved on 3rd February 1958, on the proposal of Mr. 
Laughton McLachlan, that all cheques should be signed by Mr. Laughton 
McLachlan, Chairman and Managing Director, and Mr. Duncan Wright, 
Secretary (Minute No. 671). We have not been able to identify the handwriting 
in the body of this cheque, but the name of the payee is in a different hand- 
writing to the date and the amount. The cheque was not endorsed and has 
stamped across its face the name of the Branch of the British Linen Bank at 
112 Renfield Street, Glasgow, at which the George Hotel (Glasgow) Limited 
and the Imperial Hotel (Glasgow) Limited had accounts. 

26. As a result of our investigation we are satisfied that this cheque was 
signed in blank by Mr. Duncan Wright at the request of Mr. Dawson, and that 
this request emanated from Mr. Laughton McLachlan. Mr. Dawson is a 
brother-in-law of Mr. Laughton McLachlan and was then a Director and 
Manager of the Eglinton Company, and subsequently in May 1958 became 
Purchase Controller. Mr. Duncan Wright was given no explanation at the time 
as to the specific purpose for which cheque “A” was required. 

27. By letter dated 26th March 1958, addressed to Mr. Laughton 
McLachlan, Mr. Duncan Wright asked for details of the transactions involved 
in cheque “A” and in cheques “B” and “C” after-mentioned. He received no 
reply to this letter, but appears to have been told subsequently that the payment 
made by cheque “A” was for carpets for or from No. 53 Maddox Street, 
London, the offices referred to in other parts of this Report. Mr. Duncan 
Wright states that he obtained this information from Mr. Laughton McLachlan, 
and it is difficult to see from what other source he could have obtained it. 

28. Cheque “A” was brought forward, together with cheque “BY at a 
meeting of Directors on 15th May 1958 at the Secretary’s request, and the 
relevant Minute is in the following terms: 

" No. 702: Purchases of Equipment, Carpets and Furniture: 

The Chairman stated that the following items had been brought 
forward by the Secretary: — 

Purchase of Carpets from No. 53 Maddox Street, London ... £1,100 

Purchase of Furniture from the Park View Hotel, Glasgow ... £980 

Payment of these two amounts had been made to him, but he did 
not agree with the description accorded to the first item. Carpets to the 
value of £1,100 had never been purchased for the Maddox Street premises. 

The Chairman undertook to provide the Board with proper inventories 
in substantiation of these disbursements.” 

The Chairman of this meeting was Mr. Laughton McLachlan. 

29. The question of cheque “A” was brought up again at Board Meetings 
on 4th June and 14th July 1958 (Minutes Nos. 710 (7) and 711 (4)), but 
requests for information directed to Mr. Laughton McLachlan by the Secretary 
produced no information. So far as we can ascertain, it was still understood by 
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those Members of the Board who had no personal knowledge of the trans- 
actions that the payment covered carpets or furnishings. The payment of £1,100, 
together with a number of other unvouched and unsupported payments, was 
meanwhile accounted for in a Suspense Account in the Company’s books. 

30. On 8th October 1958 an important meeting of the Board took place to 
consider a letter written by the auditors to the Secretary raising a number of 
matters relating to the audit for the year ended 31st October 1958 (Minute No. 
773). 

31. The said letter referred, among numerous other matters, to the Suspense 
Account and to the fact that a number of payments had apparently been made, 
on the authority of Mr. Laughton McLachlan, involving substantial sums 
without full details of the transactions and vouchers in support having been 
given to the Secretary of the Company. 

32. Thereafter, on 16th October 1958, a meeting took place between the 
Board and the auditors at the Palace Hotel, Edinburgh (Minute No. 778). Mr. 
Laughton McLachlan, who was still the Managing Director of the Company, 
had been duly informed by letter from the Secretary that this meeting was to 
take place, and although he was seen at the Palace Hotel immediately before the 
meeting he deliberately absented himself. We received no satisfactory explana- 
tion of the failure of Mr. Laughton McLachlan to attend this meeting, parti- 
cularly as he must have been in possession of the facts relating to a number of 
the transactions about which the auditors had raised questions, including cheque 
“A”. On 17th October 1958 Mr. Laughton McLachlan tendered his resignation 
as Managing Director of the Company but on 25th October he was reappointed 
to the Board. 

33. As late as 26th May 1959, at a meeting between the Directors of the 
Eglinton Company and the auditors (Minute No. 916 (3)), which was not 
attended by Mr. Laughton McLachlan, the Chairman of the meeting, Mr. 
Dawson, stated that cheques “A” and “B” were payments principally for 
carpets, light fittings and a French suite, and the auditors at the said meeting 
questioned the cost of £1,100 in respect of carpeting the office at No. 53 Maddox 
Street. 

34. At a meeting of Directors on 9th June 1959 (Minute No. 926) Mr. J. 
Walker referred to Minute No. 916 (3) and Mr. Bowd asked whether a break- 
down had been compiled of the £1 ,100. Mr. David McArthur, the Chairman of 
the meeting, stated that Mr. J. Walker was looking into the matter and that 
suppliers had been contacted and requested to furnish copy invoices in respect 
of goods supplied, and when they were received a detailed statement would be 
sent to the auditors. 

35. At a meeting of Directors on 29th June 1959 (Minute No. 954) Mr. 
David McArthur, who was acting as Chairman of the meeting, stated that “the 
payment of £1,100 was in respect of valuations made of the George Hotel, 
Adelphi Hotel and Park View Hotel, Glasgow, in connection with the proposed 
take-over by Eglinton Hotels (Scotland) Limited”. So far as we are able to 
ascertain this was the first occasion on which such an explanation was given to 
the Directors of the Company. The reference to a proposed take-over relates 
to an agreement under which the Eglinton Company were to take over the 
George Hotel (Glasgow) Umited by a share transaction. This agreement was 
entered into about the end of 1 957 (Minute No. 663) but was cancelled shortly 
afterwards as recorded in Minute No. 675. 
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36. In June 1959 a document was produced to the Secretary of the Eglinton 
Company purporting to support the payment of £1,100. We received no satis- 
factory explanation from either Mr. David McArthur or Mr. Laughton 
McLachlan as to the manner and circumstances in which this voucher became 
available. It is printed on the headed paper of Hugh Mcllwraith & Son, 
Auctioneers, Valuators and Assessors of Fire Losses, 269 Buchanan Street, 
Glasgow, C.l, and is dated 3rd February 1958. This date is typed over an 
erasure. The terms of the document are as follows: 

“Imperial Hotels (Glasgow) Ltd., 

166 Buchanan Street, 

Glasgow. 

3rd February 1958. 

The George Hotel, 

The Adelphi Hotel, 

Park View Hotel. 

Received the sum of One Thousand One Hundred Pounds (£1,100), 
valuation fees, and expenses and outlays in connection with above. 

Received payment with thanks. 

Hugh McIlwraith & Sons. 

4.2.58.” 

The Directors of the Eglinton Hotels decided to accept this document and to 
apportion the payment equally between the Eglinton Hotels and the George 
Hotel (Glasgow) Limited. We have ascertained that the document was typed 
out long after February 1958, and that the sum of £1,100 did not enter the 
books of Hugh Mcllwraith & Son. We have received information from Hugh 
Mcllwraith & Son to the effect that they did not carry out valuations of the 
Hotels in question, and in any event according to the document itself the 
valuations appear to have been carried out not on behalf of the Eglinton Com- 
pany, but on behalf of the Imperial Hotel (Glasgow) Limited. In these circum- 
stances we are of the opinion that the payment of £1,100 is not supported by 
any satisfactory receipt. We have, moreover, received information from Mr. 
James G. Barrie, the sole partner of Hugh Mcllwraith & Son, that in the 
summer of 1959 Mr. Laughton McLachlan communicated with him by tele- 
phone requesting a meeting. Mr. Barrie agreed to meet Mr. McLachlan at the 
George Hotel, Glasgow, and while he was there Mr. McLachlan prepared the 
document to which we have referred. The manuscript receipt is in the hand- 
writing of Mr. Barrie but he denies ever having received payment of £1,100. 
We have reached the conclusion on the information available to us that this 
payment of £1,100 (one-half of which was eventually borne by the Eglinton 
Company) to the George Hotel (Glasgow) Limited was made for a purpose 
different from any of the purposes disclosed either to the Directors, or to the 
auditors of the Eglinton Company, and that the purported receipt is worthless. 



Cheque numbered 11834 for £980 drawn in favour of M. J. W. Muir on the 
Eglinton Company's bank account and dated 18th February 1958: 

37. This cheque (hereinafter referred to as cheque “B”) was signed by Mr. 
Laughton McLachlan as , Director and Mr. Duncan Wright as Secretary. The 
handwriting in the body of the cheque is exactly similar to that in cheque “A”, 
and our comments upon the handwriting appearing on that cheque apply 
equally to cheque “B". Cheque “B” was endorsed by M. J. W. Muir and also 
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has stamped across its face the name of the Renfield Street Branch of the 
British Linen Bank, at which the George Hotel (Glasgow) Limited and the 
Imperial Hotel (Glasgow) Limited had accounts. We have ascertained that Miss 
M. J. W. Muir is an aunt of Mr. Laughton McLachlan. 

38. As a result of our investigation we are satisfied that this cheque, like 
cheque “A” to which it is numbered consecutively, was signed in blank by Mr. 
Duncan Wright at the request of Mr. Dawson, and that this request also 
emanated from Mr. Laughton McLachlan. Mr. Duncan Wright was given no 
explanation at the time as to the specific purpose for which cheque “B” was 
required. As already stated in paragraph 27 supra, Mr. Duncan Wright received 
no reply to the request for information in his letter dated 26th March 1958, but 
he appears to have been told subsequently that this payment was for furniture. 
Mr. Duncan Wright states that he obtained this information from Mr. Laughton 
McLachlan, and again it is difficult to see from what other source he could 
have obtained it. Cheque “B” also was brought forward at the Board Meeting 
on 15th May 1958, at the Secretary’s request, and the relevant Minute (No. 
702) has already been quoted. 

39. Thereafter cheque “B” was referred to again at the Meetings of 
Directors on 4th June and 14th July (Minutes No. 710 (7) and 711 (4) ), but in 
this instance also requests for information directed to Mr. Laughton McLachlan 
by the Secretary produced no information. In consequence the payment of 
£980 was meanwhile accounted for in the Suspense Account. The steps taken 
in October 1958 to which we have already referred failed to elicit any explana- 
tion of this payment. 

40. Cheque “B” was again brought forward at the meeting of Directors 
on 26th May 1959 (Minute No. 916 (3) ) and we deal with the result of this in 
paragraph 33 supra. At the meeting of Directors on 9th June 1959 (Minute 
No. 926) Mr. J. Walker, who had become Catering Manager of the Eglinton 
Company in June 1958 and a Director in October 1958, stated that the pay- 
ment of £980 was for furnishings bought from the Park View Hotel and that 
he was sending an inventory to the auditors. No such inventory was ever sent. 

41. Cheque “B” was again mentioned at the meeting of Directors on 29th 
June 1959 (Minute No. 954), when Mr. David McArthur stated that the pay- 
ment to Miss Muir was in respect of carpeting which was bought by Miss Muir 
and subsequently purchased from her by the Company. So far as we are able 
to ascertain this was the first occasion on which such an explanation was given 
to the Directors of the Company. On the same day the Secretary handed to the 
auditors a document bearing to certify that cheque “B” was in payment of 
560 yards of carpeting as detailed in two receipts from the Crown Sale Rooms, 
78/86 London Road, Glasgow. The said letter bears to be signed by M. J. W. 
Muir and the two receipts bear the signature of Charles Stone as sole pro- 
prietor of the Crown Sale Rooms. We have been unable to obtain any informa- 
tion from Miss Muir, as according to a medical certificate submitted to us she 
was too ill to answer questions. There was also produced to the auditors a 
letter dated 3rd August 1959 addressed to Mr. Duncan Wright, who had then 
become Chairman of the Company, signed by the then Manager of the Palace 
Hotel and bearing to confirm that he was in possession of 450 yards of carpet 
at the Palace Hotel which had been delivered from Glasgow. It will be observed 
that the total yardage of carpeting mentioned in the two documents bearing 
to be receipts from the Crown Sale Rooms amounted to 569 yards. In addition 
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there was produced to the auditors a letter of 5th August 1959 addressed to 
the Secretary of Eglinton Hotels and signed by Charles Stone. The said letter 
was in the following terms : 

“Dear Sir, 

In reply to your letter of 21st ultimo, I confirm that the carpet, which 
I have been holding for Miss Muir, was despatched, on Mr. McLachlan’s 
instructions, to the Palace Hotel, Edinburgh, on Monday, 3rd August 

Yours faithfully, 

(Signed) Charles Stone.” 

42. These documents were eventually accepted by the Board as vouching 
the payment of £980 and for the purposes of the Accounts for the year to 31st 
October 1958 the amount was treated as a payment in advance for goods 
supplied in the following financial year. It has since been transferred and added 
to the value of the Furniture and Fittings of the Palace Hotel, Edinburgh. 

43. We have ascertained from the Crown Sale Rooms that no carpeting 
such as that described in the two purported receipts was ever supplied at any 
time by them to Miss M. J. W. Muir and that the statements made in the letter 
of 5th August 1959 had no foundation in fact. We were informed by Mr. 
Charles Stone that no such carpeting was delivered by him to the Palace Hotel 
in August 1959 or at any other time. He also informed us that headed paper 
of the Crown Sale Rooms was provided by him, that the forms of receipt were 
typed by Mr. Laughton McLachlan, and that the manuscript portions of the 
documents were written by him at the request of Mr. Laughton McLachlan. 
He also stated that he signed, at Mr. Laughton McLachlan’s request, the letter 
of 5th August 1959, which had already been typed. 

44. In the course of our investigation we were shown in the Palace Hotel 
a number of rolls of carpeting which were stated to have been delivered there 
about August 1959. Mr. Duncan Wright had already, on 5th August 1959, 
removed the manufacturers’ label from one of these rolls and we removed two 
further labels. These labels bear dates in January and February 1959, which 
appear to shew that this carpeting cannot have been purchased from the 
Crown Sale Rooms in January or February 1958 as the receipts purport to 
shew. 

45. We have reached the conclusion that while some carpeting did in fact 
arrive at the Palace Hotel in August 1959, this payment of £980 was made for 
a purpose different from any of the purposes disclosed either to the Directors 
or to the auditors of the Eglinton Company and that the documents purporting 
to vouch this payment are worthless. 

Cheque numbered 11835 for £3,000 drawn in favour of Laughton McLachlan 
on the Eglinton Company’s bank account and dated 18th February 1958: 

46. This cheque (hereinafter referred to as cheque “C”) was signed by Mr. 
Laughton McLachlan as Director and Mr. Wright as Secretary. The hand- 
writing in the body of the cheque is exactly similar to that in cheques “A” and 
“B” and our comments upon the handwriting appearing on cheque “A” apply 
equally to cheque “C”. Cheque “C” was endorsed by Laughton McLachlan 
and also has stamped across its face the name of the Renfield Street Branch of 
the British Linen Bank. 
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47. As a result of our investigations we are satisfied that this cheque, like 
cheques “A” and “B” to which it is numbered consecutively, was signed in 
blank by Mr. Duncan Wright at the request of Mr. Dawson. Mr. Duncan 
Wright was given no explanation at the time as to the specific purpose for 
which cheque “C” was required. 

48. As already stated in paragraph 27 supra Mr. Duncan Wright received 
no reply to the request for information in his letter dated 26th March 1958, 
but he appears to have been told subsequently that this payment was related 
to the premises at 53 Maddox Street, London, to which we have already 
referred. 

49. Our information is that Mr. Laughton McLachlan or one of the 
Companies in which he was interested had owned the lease of 53 Maddox 
Street for some time prior to January 1958 and that when Mr. Duncan Wright 
was appointed Secretary the Head Office of Eglinton Hotels was removed from 
Edinburgh to that address. On 13th March 1958 it was reported to a Board 
Meeting (Minute No. 681) that a Committee of the Directors had decided to 
close the office recently opened at 53 Maddox Street, London, and to transfer 
all control and accounting functions to the Registered Office at 135 Wellington 
Street, Glasgow. It was also reported that this transfer had taken place on 
22nd February 1958. The Board confirmed the decision of the Committee and 
authorised the Secretary to meet any necessary expense incurred. No mention 
was made of cheque “C” at this meeting although it had been issued and paid 
by 20th February 1958. 

50. On 15th May 1958 Mr. Laughton McLachlan informed the Board 
(Minute No. 701) that the lease of the offices had been purchased by him 
personally for a sum of £3,000, and he suggested that the Eglinton Company 
should assume the cost of the said lease together with the cost of alterations 
and redecoration of the premises. The Board refused to accept this proposal 
and Mr. Laughton McLachlan agreed to refund the Company the sum of 
£3,000 which had already been paid to him by means of cheque “C”. So far 
as we can ascertain this was the first occasion on which Mr. Laughton 
McLachlan had sought the authority of the Board for this payment. 

51. In spite of pressure for repayment of said sum of £3,000 during the 
summer of 1958 it was not until October 1958 that any repayment was made. 
At that time Mr. Laughton McLachlan made a payment of £2,388 in settle- 
ment of the Maddox Street transaction. This payment was intended to represent 
the refund of the £3,000 less Mr. Laughton McLachlan’s claim against the 
Eglinton Company for rent, rates and other expenses. In the interval, however, 
the Company had paid certain further accounts relating to Mr. Laughton 
McLachlan’s ownership and personal occupation of Maddox Street and in 
addition the amount claimed as rent was under dispute. Eventually it was 
necessary for the Company to charge a further sum of approximately £1,504 
which, with the exception of £75 in respect of disputed rent, was paid by the 
George Hotel (Glasgow) Limited in September 1959. 

52. The final result of the whole transaction was that approximately £876 
was disbursed by Eglinton Hotels in respect of its occupation of the Maddox 
Street Office for a period of approximately six weeks and in our opinion certain 
of the items included therein could with justification have been charged to the 
Glasgow Group. 
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53. It is our opinion that the Company at no time authorised the payment 
of £3,000 by cheque “C” on 18th February 1958 and that the effect of Mr. 
Laughton McLachlan’s action was to enable him to retain this sum of money 
together with the additional expenses referred to for an extended period. 

Cheque numbered 11871 for £250 drawn in favour of R. Littlejohn on the 

Eglinton Company’s bank account and dated 3rd March 1958: 

54. This cheque (hereinafter referred to as cheque “D”) was signed by Mr. 
Laughton McLachlan as Director and by Mr. Duncan Wright as Secretary. 
We did not identify the handwriting in the body of the cheque. The cheque was 
endorsed “Robert Littlejohn” and has stamped across its face the name of the 
Renfield Street Branch of the British Linen Bank. The endorsation on this 
cheque is in the handwriting of Robert Littlejohn, who appears to have been 
employed by Mr. Laughton McLachlan from time to time for valuation work. 

55. This payment of £250 attracted the attention of the auditors because 
Robert Littlejohn appeared to have received two payments of that amount, one 
by cheque numbered 11194 Kid dated 22nd November 1957 and the other by 
cheque “D”. At the meeting of Directors held on 23rd July 1959 the auditors 
voiced doubts with regard to these payments and the Board agreed to apportion 
the said £500 on a fifty-fifty basis between the Eglinton Company and the 
George Hotel (Glasgow) Limited (Minute No. 970). The total payment of £500 
was vouched by an undated receipt in the following terms: 

“TO FEE for valuations in respect of 
furnishings in the undernoted Hotels: 

Marine Hotel, North Berwick. 

Royal Hotel, North Berwick. 

“Springfield”, North Berwick. 

“St. Ann’s” Hotel, North Berwick. 

Golf View Hotel, Nairn. 

Received payment by cheque No. 11194 for £250 dated 22.11.57 and 
cheque No. 11871 for £250 dated 27.2.58 on behalf of Hugh Mcllwraith 
& Son. 

Total £500 0 0 

R. Littlejohn, 

on behalf of Hugh Mcllwraith & Son.” 

56. We have ascertained that Robert Littlejohn was not at the material 
time an employee of Hugh Mcllwraith & Son and that the valuations of 
furnishings referred to were not carried out by or on behalf of that firm. Hugh 
Mcllwraith & Son did not receive either of the said payments of £250 or any 
payment totalling £500. We received no explanation as to why Robert Littlejohn 
purported to sign the said receipt on behalf of the said firm though we were 
informed by him that he granted the receipt many months after the date of the 
cheques. Moreover we have been informed by Robert Littlejohn that although 
he received payment of the £250 contained in the cheque numbered 11194 and 
dated 22nd November 1957. cheque “D” was not paid into his bank account 
or cashed on his behalf. There is, in our opinion, a strong inference that cheque 
“D” was paid into an account at the Renfield Street Branch of the British Linen 
Bank other than that of Robert Littlejohn. 

57. The George Hotel (Glasgow) Limited has not yet made payment to 
the Eglinton Company of this sum of £250 which forms part of the balance of 
£543 13r. 3d. shown in paragraph 152 infra. 
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Cheque for £1,000 drawn in favour of Hugh Twaddle & Son Limited on the 

Eglinton Company’s bank account and dated 8th March 1958: 

58. This cheque (hereinafter referred to as cheque “E”) was used to make 
a payment to account of amounts owing to Hugh Twaddle & Son Limited, a 
substantial proportion of which was for work done for the Glasgow Group. 
In spite of prolonged inquiry by the auditors no vouchers were ever produced 
for this payment, which had originally been charged to Repairs and Renewals 
Account in the Eglinton Company’s books, and so far as we have been able 
to ascertain there are no vouchers in the possession of the Eglinton Company. 
At the request of the auditors the Secretary of the Eglinton Company, Mr. 
David McArthur, communicated with Hugh Twaddle & Son Limited and was 
informed that of the total amount of £1,000 in cheque “E” at least £584 was 
for work done in the Glasgow Group. The same information has been given 
to us by Hugh Twaddle & Son Limited. 

59. As a result of the action taken by the auditors £416 of the total sum 
of £1,000 was charged against the Eglinton Company, and the George Hotel 
(Glasgow) Limited agreed to repay to the Eglinton Company the balance of 
£584. These steps do not appear to have been taken until as late as June 1959, 
the relative reports to the Board of the Eglinton Company having been made 
at the meetings of Directors on 29th June 1959 (Minute No. 956) and 23rd 
July 1959 (Minute No. 970). The sum of £584 was not paid by the George 
Hotel (Glasgow) Limited to the Eglinton Company until 3rd September 1959, 
when it was included in a payment of £2,184 9s. 9 d. made by cheque. 

60. We are satisfied that cheque “E” is an example of funds of the 
Eglinton Company being used to pay in whole or part sums due for work done 
in the Glasgow Group at a date when there was no justification for such use 
of the Eglinton Company’s funds. In this instance, but for the intervention of 
the auditors, it is probable that the Eglinton Company would not have been 
reimbursed the sum of £584. The evidence given to us with regard to the draw- 
ing of cheque “E” was vague and unsatisfactory, but the cheque appears to 
have been made available by Mr. Duncan Wright on instructions given by Mr. 
Laughton McLachlan through Mr. Dawson, and it was signed by Mr. Laughton 
McLachlan as Director and by Mr. Duncan Wright as Secretary. 

Cheque numbered 12244 for £1,900 drawn in favour of George Hotel ( Glasgow ) 

Limited on the Eglinton Company’s bank account and dated 24th March 

1958: 

61. This cheque (hereinafter referred to as cheque “F”) was signed by Mr. 
Laughton McLachlan as Director and by Mr. Duncan Wright as Secretary. In 
our opinion the name of the payee was written in block capitals by Mr. 
Laughton McLachlan and the figures “£1,900 0 0” were also filled in by him. 
The date and the amount in words are typewritten. The cheque, which was 
crossed “Not Negotiable Account Payee Only”, was not endorsed and has 
stamped across its face the name of the Renfield Street Branch of the British 
Linen Bank. 

62. As a result of our investigation we are satisfied that this cheque was 
signed in blank by Mr. Duncan Wright at the request of Mr. Dawson and that 
this request emanated from Mr. Laughton McLachlan. Mr. Duncan Wright 
enclosed the said blank cheque in a letter to Mr. Dawson, dated 24th March 
1958, which contains the following statements: 
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“I enclose blank cheque No. 12244 as requested by you on the 
telephone, this morning. 

I look to your fulfilling your undertaking to give me information of 
the use of this cheque when I see you this afternoon.” 

So far as we have been able to ascertain Mr. Duncan Wright was never given 
any proper explanation of the use of cheque “F”. The evidence given to us by 
Mr. Dawson with regard to cheque “F” was vague and unhelpful and Mr. 
Laughton McLachlan professed almost complete ignorance of the matter. It 
may be observed that in a letter to the auditors dated 30th June 1959 Mr. 
Laughton McLachlan stated inter alia that cheque “F” was drawn in error to 
pay accounts of the “Glasgow Hotels”, i.e. the Glasgow Group, the Eglinton 
Company having previously entered into an agreement to purchase the 
“Glasgow Hotels”. This explanation was in our opinion false and misleading, 
since the transaction referred to had been cancelled some time before 24th 
March 1958, when cheque “F” was drawn. In fact formal intimation of the 
cancellation of the transaction was made to the Board of the Eglinton Company 
at a meeting of Directors on 13th March 1958 (Minute No. 675) and the actual 
cancellation had taken place before the end of February 1958. In our opinion 
both Mr. Dawson and Mr. Laughton McLachlan, and particularly the latter, 
could, if they had been so minded, have given much fuller information with 
regard to cheque “F”, both to the auditors and ourselves. 

63. By cheque dated 21st May 1958 the George Hotel (Glasgow) Limited 
paid to the Eglinton Company the sum of £3,644. We were informed that this 
represented a repayment of cheque “F” and of cheque “G” hereinafter referred 
to, the respective sums being £1,900 and £1,744 11 j. This repayment was made 
as a result of pressure by the Secretary of the Eglinton Company, who acknow- 
ledged receipt of the repayment in a letter to Mr. Laughton McLachlan dated 
9th May, 1958. It thus appears that the cheque for £3,644 was post-dated, a 
circumstance which is consistent with the fact that Mr. Laughton McLachlan 
and the Glasgow Companies were under considerable financial pressure at that 
time. It may be noted that the cheque for £3,644 was signed on behalf of the 
George Hotel (Glasgow) Limited by Laughton McLachlan and M. J. W. Muir, 
his aunt, who is referred to in paragraph 37 supra. 

Cheque numbered 12334 for £1,744 11s. — drawn in favour of Laughton 
McLachlan on the Eglinton Company’s bank account and dated 1st April, 
1958: 

64. This cheque (hereinafter referred to as cheque “G”) was signed by Mr. 
Laughton McLachlan as Director and by Mr. Duncan Wright as Secretary. In 
our opinion the name of the payee was written in block capitals by Mr. 
Laughton McLachlan. The remainder of the body of the cheque was written 
by Mr. Dawson. The cheque, which was crossed “Not Negotiable Account 
Payee Only”, was not endorsed and has stamped across its face the name of 
the Renfield Street Branch of the British Linen Bank. 

65. We are satisfied that this cheque, like cheque “F”, was signed in blank 
by Mr. Duncan Wright at the request of Mr. Dawson, and that this request 
emanated from Mr. Laughton McLachlan. In this instance also we received 
no satisfactory explanation from either Mr. Daw;son or Mr. Laughton 
McLachlan. The latter professed ignorance of the use to which cheque “G” 
was put. This is in our opinion incredible in the light of the facts that Mr. 
Laughton McLachlan was not only one of the drawers of the cheque but also 
the payee, that the cheque was crossed “Not Negotiable Account Payee Only” 
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and that it was paid into the Renfield Street Branch of the British Linen Bank. 
In his letter to the auditors dated 30th June 1959 Mr. Laughton McLachlan 
gave the same explanations with regard to cheque “G” as he gave with regard 
to cheque “F”. For the reasons given in paragraph 62 supra this explanation 
was in our opinion false and misleading. As stated in paragraph 63 supra 
repayment of £1,744 was included in the cheque for £3,644 dated 21st May 
1958. We have reached the conclusion that both cheques “F” and “G” are 
examples of funds of the Eglinton Company having been used to finance the 
bank accounts of Mr. Laughton McLachlan or one or other of his Glasgow 
Companies, in all probability the George Hotel (Glasgow) Limited. At the 
meeting of Directors on 23rd July 1959 (Minute No. 970) the Board of the 
Eglinton Company agreed to the said sums of £1,900 and £1,744 11.?. being 
shown as advances to Directors, and as already stated these payments were 
reported in the Report of the Directors for the year ended 31st October 1958 
as infringements of Section 190 of the Companies Act, 1948. 

Cheque numbered 12335 for £2,100 drawn in favour of 1. Walker (Dairy) on 
the Eglinton Company's bank account and dated 1st April 1958: 

66. This cheque (hereinafter referred to as cheque “H”) was signed by Mr. 
Laughton McLachlan as Director and Mr. Duncan Wright as Secretary. The 
date, the name of the payee and the amount in words and figures are in the 
handwriting of Mr. Dawson. The cheque, which was crossed “Not Negotiable 
Account Payee Only”, was endorsed “Pay to Imperial Hotel Ltd. (Glasgow) 
Ltd. John Walker, 722 Rutherglen Road, Glasgow” (sic), and has stamped 
across its face the name of the Renfield Street Branch of the British Linen 
Bank. 

67. We are satisfied that this cheque, which is numbered consecutively to 
cheque “G”, was issued in blank by Mr. Duncan Wright, and that it was 
filled in by Mr. Dawson on the instructions of Mr. Laughton McLachlan. So 
far as we were able to ascertain from evidence which was conflicting and 
unsatisfactory, the body of the cheque was written out in a small restaurant 
opposite the George Hotel, Glasgow, and the persons present included Mr. 
Laughton McLachlan, Mr. Dawson and Mr. J. Walker. Mr. J. Walker was not 
then an employee of the Eglinton Company, but in June 1958 he was employed 
by that Company as Catering Manager, and in October 1958 he became a 
Director. It is clear that Mr. J. Walker, like Mr. Dawson, was brought into the 
Eglinton Company by Mr. Laughton McLachlan. Before he was employed by 
the Eglinton Company Mr. J. Walker appears to have had a dairy business in 
Rutherglen Road, Glasgow. 

68. In his letter to Mr. Laughton McLachlan dated 9th May 1958, already 
referred to in paragraph 63 supra, Mr. Duncan Wright stated inter alia: 

“You informed me that a cheque drawn by you on 1st April, in an 
amount of £2,100 in favour of J. Walker (Dairy), was a payment for 
merchandise purchased for account of the hotels. I should be grateful if 
you would let me have further particulars of this transaction, together 
with the relevant supporting documents, at your convenience.” 

We are satisfied that the explanation referred to in this passage was the original 
explanation given by Mr. Laughton McLachlan of this transaction, and the 
“merchandise” has been variously described to the Board, the auditors and 
ourselves as “goods”, “provisions”, “tea and butter”, “consumable goods”, 
“tea”, “groceries generally, ham and gammon, etc.”, “groceries and provisions” 
and “groceries”. No receipts, vouchers or other supporting documents for 
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this purported purchase were ever made available to the Secretary or auditors 
of the Eglinton Company and we are satisfied that none existed and that no 
such transaction ever took place. 

69. In the case of cheque “H” a variety of explanations of the payment 
has been given at different times by those who must have had knowledge of the 
transaction and, in particular, Mr. Laughton McLachlan, Mr. Dawson and Mr. 
J. Walker. At a meeting of Directors on 9th June 1959 (Minute No. 926) Mr. 
J. Walker even referred to the matter as “a clerical error”. The payment, which 
was one of those entered in the Suspense Account, was specifically questioned 
by the auditors in October 1958. Shortly thereafter Mr. A. Walker, one of the 
Directors of the Eglinton Company, referred to this payment in a letter which 
was read to the meeting of Directors on 25th November 1958 (Minute No. 826). 
Reference was made inter alia to the explanation that the payment was for the 
“purchase of tea”. Mr. Dawson, who was Chairman of the Meeting, stated with 
regard to the payment of £2,100 (cheque “H”) and £1,731 16.v. 4 d. (cheque “I” 
after-mentioned) that Mr. Laughton McLachlan was approaching the auditors. 

70. A further meeting of Directors took place on 8th December 1958 
(Minute No. 833), and at this meeting there was submitted a letter dated 8th 
December 1958 from Mr. .1. Walker to the Eglinton Company, in which he 
enclosed a cheque for £2,149 Os. Id. made payable by him to the Eglinton 
Company. The said letter was in the following terms: 

“Dear Sirs, 

Cheque for £2,100 dated 5th April 1958. 

Cheque for £1,731 16s. 4d. dated 6th June 1958. 

Following the request at the last Board Meeting to clear up the position 
regarding the above, I have looked into the position and can now furnish 
the Board with the following information: 

(1) Cheque for £2,100 

Having met my Accountants and looked into the records, I find that 
this transaction should not have been paid bv Eglinton Hotels (Scotland) 
Limited but by George Hotel (Glasgow) Limited. 

I have contracted George Hotel (Glasgow) Ltd. and explained the 
position and they have now settled this account. 

I now enclose a cheque for £2,149 Or. Id. made payable to Eglinton 
Hotels (Scotland) Ltd., made up as follows: 



Cheque dated 5th April 1958 


... £2,100 


0 


0 


Interest at 6% 


85 


5 


4 




£2,185 


5 


4 


Tax at 8s. 6d. in the £ 


36 


4 


9 




£2,149 


0 


7 



In my position as a Director, I think it is only fair that I should pay 
the interest due to the Company. 

I endorsed this cheque, in good faith, to Imperial Hotels (Glasgow) 
Ltd., to whom I was owing an amount, and received the balance. 

At the beginning, Mr. McLachlan had intentions of purchasing 
certain items on behalf of Eglinton Hotels (Scotland) Ltd., but they 
were found to be unsuitable and installed in the George Hotel, Glasgow. 
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(2) Cheque for £ 1,731 16s. 4d. 

I have not yet heard from my Accountants regarding this cheque, 
but they assure me they will have the information for me in time for 
the next Board Meeting. 

Yours faithfully, 
(Signed) J. Walker." 

71. The explanations given in this letter with regard to cheque “H” do 
not appear to us to have been consistent with any of the explanations pre- 
viously given, nor are they consistent with the explanations given to us in 
evidence by Mr. Laughton McLachlan, Mr. Dawson and Mr. J. Walker, in 
particular the last named. The explanations given in evidence were extremely 
difficult to follow and were in material respects self-contradictory, but it did 
emerge that cheque “H” was undoubtedly endorsed by Mr. J. Walker to 
Imperial Hotel (Glasgow) Limited and that no receipt was given by Mr. J. 
Walker to the Eglinton Company or anyone else. It is also apparent that the 
cheque was paid into the Renfield Street Branch of the British Linen Bank 
where the account of the Imperial Hotel (Glasgow) Ltd. was held. At one stage 
of his evidence Mr. J. Walker maintained that cheque “H” represented pay- 
ment for the stock of his dairy shop at Rutherglen Road, and that in return 
for the cheque he drew £2,100 in cash from the George Hotel, Glasgow. His 
evidence was that he obtained £700 in cash on the day he received the cheque 
and £1,400 in cash on the following day. He admitted that no receipt passed 
and it does not appear that either Mr. Laughton McLachlan or anyone else on 
behalf of the Eglinton Company had seen these goods supposed to be sold. 
Mr. J. Walker stated at another stage of his evidence that he subsequently sold 
the stock of his shop to another purchaser, and repaid the £2,100 to Mr. 
Laughton McClachlan a short time after he had received it. He also main- 
tained that it was Mr. Laughton McLachlan who put him in funds to make 
the payment of £2,149 0s. Id. enclosed in the letter of 8th December 1958. None 
of these alleged further transactions appear to have been vouched by receipts 
or in any other way. 

72. We were not able to accept any of the above explanations as being 
truthful, and it will be observed that they are not consistent even with the 
statements contained in the said letter dated 8th December 1958, which infers 
that “items” were in fact purchased but were “installed” not in a hotel owned 
by the Eglinton Company but in one of the Glasgow Group. In connection 
with the said letter Mr. J. Walker stated in his evidence to us that he had made 
statements in the letter which to his knowledge were untrue, although he was 
then a Director of the Eglinton Company and knew that the auditors were 
questioning the payment. We may add that on the subject of cheque “H” Mr. 
Laughton McLachlan displayed an ignorance and lack of recollection which 
in the circumstances seemed to us surprising, particularly so since at the 
meeting of Directors on 25th November 1958 (Minute No. 826) Mr. J. Walker 
said that he did not wish to make a statement and that the only person who 
could clarify this matter was Mr. Laughton McLachlan. 

73. We have reached the conclusion on the information available to us that 
this payment of £2,100 was made, in circumstances rightly described by one 
of the witnesses as “odd”, for a purpose different from any of the purposes 
disclosed either to the Directors or to the auditors of the Eglinton Company 
and that the repayment of the sum with interest would probably not have been 
made but for the action taken by the auditors. 
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Cheque numbered 12338 for £400 drawn in favour of R. B. Meiklejohn & Co. 
on the Eglinton Company’s bank account and dated 2nd April 1958: 

74. This cheque (hereinafter referred to as cheque “I”) was signed by Mr. 
Laughton McLachlan as Director and by Mr. Duncan Wright as Secretary] 
The handwriting in the body of the cheque, which is in block capitals, appears 
to be that of Mr. Laughton McLachlan. 

15. We are satisfied that this cheque was signed in blank by Mr. Duncan 
Wright and that it was made available at the request of Mr. Dawson. The 
original explanation given to Mr. Duncan Wright appears to have been that this 
payment was for television sets, but it is not clear from what source this 
explanation came. No invoices or receipts were sent to the Eglinton Company. 
After questions had been raised by the auditors with regard to cheque “I” the 
Eglinton Company wrote to R. B. Meiklejohn & Co. requesting copy invoices 
By letter dated 18th October 1958 R. B. Meiklejohn & Co. wrote to the 
Eglinton Company enclosing two copy invoices both addressed to the Eglinton 
Company. The first of these copy invoices, which was for £323, was dated 25th 
November 1957 and related to 85 Hanovia Radisil Heaters ordered by Mr. 
Laughton McLachlan for the “ George Hotel”. The second, which was for 
£87 9s., was dated 14th February 1958 and related to wiring and erecting 97 
Radisil Heaters ordered by Mr. Dawson for the “George Hotel”. The auditors 
eventually ascertained, as was the fact, that the payment made by cheque “I” 
was for goods supplied and work done for the George Hotel, Glasgow, one of 
the Glasgow Group. At a meeting of Directors on 20th June 1959 (Minute No. 
955) it was reported that it had been discovered that cheque “I” related to wali 
fires fitted in the George Hotel, Glasgow, and that the hotel in question had 
agreed to repay the sum of £400 to the Eglinton Company. The Board agreed 
to invoice the George Hotel, Glasgow, for the said amount, which was even- 
tually paid on 3rd September 1959, being included in a cheque for £2,1 84 9s. 9 d. 
At a subsequent meeting of Directors on 23rd July 1959 (Minute No. 970) the 
auditors drew pointed attention to the unsatisfactory character of the informa- 
tion which they had received. 

76. We are satisfied that cheque “I” is a further example of funds of the 
Eglinton Company being used to pay sums due for work done in the Glasgow 
Group at a date when there was no justification for such use of the Eglinton 
Company’s funds. In this case the payment of £400 made by cheque “I” was 
a payment to account of sums due by the Glasgow Group, a fact of which Mr. 
Laughton McLachlan should in our opinion have been well aware. But for the 
action taken by the auditors it is probable, in our opinion, that the Eglinton 
Company would not have been reimbursed the said sum of £400. We would 
also draw attention to the omission to state in the copy invoices whether the 
work was done for the George Hotel, Glasgow, or the George Hotel, Edin- 
burgh. 

Cheque numbered 12870 for £1,731 16s. 4d. drawn in favour of Walkers 
Dairies on the Eglinton Company's bank account and dated 4th June, 1958: 

77. This cheque (hereinafter referred to as cheque “J”) was signed by Mr. 
Laughton McLachlan as Director and by Mr. David McArthur as Secretary. 
We have not been able to identify with certainty the handwriting in the body 
of the cheque. The cheque, which was crossed “Not Negotiable Account 
Payee Only”, bears to be endorsed “J. Walker” and was paid into the account 
of Mr. J. Walker at the Rutherglen Road Branch of the Clydesdale & North 
of Scotland Bank Ltd. 
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78. We are satisfied that cheque “J” was issued in blank by Mr. David 
McArthur, who had a short time previously become Secretary of the Eglinton 
Company. It is not clear, however, at whose request this cheque was issued. 
There is no doubt that the cheque was paid to Mr. J. Walker, and it is equally 
clear that no invoice, receipt or other voucher passed, a circumstance for 
which we have been given no satisfactory explanation. 

79. Cheque “J” was one of the payments which had been entered in the 
Suspense Account and which was questioned by the auditors in October 1958. 
Reference has already been made in paragraph 69 supra to discussions which 
took place relating to cheque “J” at the meeting of Directors on 25th November 
1958 (Minute No. 826). In his letter to the Eglinton Company dated 8th 
December 1958, quoted in paragraph 70 supra, Mr. J. Walker stated with 
regard to cheque “J” as follows: 

“I have not yet heard from my accountants regarding this cheque but 
they assure me they will have the information for me in time for the next 
Board Meeting.” 

In his evidence Mr. J. Walker was unable to exlpain his reason for making 
this statement, and admitted that he had not in fact received any such assurance 
from his accountants. 



80. The further history of cheque “J” is peculiar. On or about 5th 
February 1959 Mr. J. Walker handed to the Secretary of the Eglinton Com- 
pany a cheque for £1,771 18.9. Ad., representing £1,731 16y. Ad., the amount 
of cheque “J”, plus £40 2s. interest. It appears that the reason for this step 
was the belief that the question of cheque “J” was likely to be raised once 
more at a meeting of Directors. Whether by accident or design, the Secretary 
lodged the said cheque for £1,771 18s. Ad. in the Eglinton Company’s bank, 
and it is clear that when it was discovered that he had done so there was con- 
siderable commotion. In the event the cheque for £1,771 18s. Ad. was not met, 
and the Eglinton Company had themselves to refund the said sum to the bank. 



81. At a meeting of Directors on 9th June 1959 (Minute No. 926) Mr. J. 
Walker stated with regard to cheque “J” that an inventory was being for- 
warded to the auditors and that the account arose in the course of his normal 
business before he became a Director. On this assurance the Board agreed 
not to treat cheque “J" as an advance to a Director. Subsequently Mr. J. 
Walker produced a list of articles dated 18th June 1959 in the following 
terms: 



"Cheque payable — J. Walker ( Dairies ) 

Details of items included in cheque 

2 Visi dial fish friers (George Hotel, Edinburgh) 

1 Bain Marie (George Hotel, Edinburgh) 

2 Head Waiters’ Desks (1 to Royal British Hotel, 1 to 

George, Edinburgh) 

2 Hobart Mixers with all attachments (1 to Royal, N. 

Berwick, 1 lying at Palace) 

1 Berkel ham sheer (Royal Hotel, North Berwick) 

1 18" Vent Axia Fan and control Box (Marine Hotel) 
1 complete mahogany Cocktail Bar with canopy and 

fittings (Royal Hotel) 

20 Bar chairs (Royal Hotel) 

4 Hide Chairs (Marine Hotel) 
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30 0 0 



6 cocktail bar stools — red hide (George Hotel, Edin- 
burgh) 

2 swing doors with return springs and embossed mirror 



plates (Palace Hotel) 20 0 0 

1 multi electric light fittings — 24 lights (Palace Hotel) 60 0 0 

1 safe (Cafe Royal) 50 o 0 

5 walnut 5 way light fittings (Royal British Hotel) ... 60 0 0 

1 mahogany reception counter complete with canopy and 

electrical equipment (From store to Palace Hotel) 210 0 0 

1 “Esse” hot plate (George Hotel, Glasgow) 60 0 0 

1 set of revolving doors complete with all fittings . . . 350 0 0 



£1,531 0 0 

Commission 200 0 0 



£1,731 0 0 



Comments: 

The revolving doors now installed at the Perogord Grill Room 
entrance have since been valued at £450. 

The Reception Counter, complete with canopy, has been valued this 
month at £240 (Palace Hotel). 

2 swing doors with return springs and embossed mirror plates have 
been valued at £25. 

The cocktail bar with canopy and fittings, installed at Royal Hotel, 
has since been valued at £300. 

(Signed) John Walker.” 

18th June 1959. 

The said list of articles appears to have been accepted by the Board as 
vouching the payment made by cheque “J”, and at a meeting of Directors on 
2nd July 1959 (Minute No. 965) it was decided to debit the payment to Repairs 
and Renewals and the Accounts were adjusted accordingly. 

82. In our opinion the said list of articles cannot be regarded as a proper 
voucher for the payment in question, nor was the transaction satisfactorily 
explained to us in evidence. Mr. J. Walker maintained that cheque “J” was 
a payment for articles which Mr. Laughton McLachlan had purchased from 
him and he stated that he himself had purchased the articles in sale rooms in 
Glasgow and in certain cases from the George Hotel, Glasgow. Mr. Laughton 
McLachlan’s recollection of the transaction appeared to be vague and in- 
adequate. We were quite unable to confirm that any of the articles in the list 
were sold by Mr. J. Walker to the Eglinton Company, and, if they were, we 
cannot see any justification for Mr. J. Walker charging commission amounting 
to £200. In one case, namely “1 safe (Caf6 Royal) £50”, we were able to 
establish that the statement in the inventory was without foundation, since 
there were only two safes in the Caf6 Royal and both were there for years 
before 1958. This information could have been obtained without difficulty by 
any Director or official of the Eglinton Company. 

83. As a result of our investigation we are of the opinion that the payment 
made by cheque “J” was not properly vouched and we are not satisfied that 
any sale of the articles in the list referred to by Mr. J. Walker to the Eglinton 
Company ever took place. 

24 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Cheque numbered 12709 for £250 drawn in favour of John Dawson on the 
Eglinton Company's bank account and dated 6th June 1958: 

84. This cheque (hereinafter referred to as cheque “K”) was signed by Mr. 
Laughton McLachlan as Director and by Mr. David McArthur as Secretary. 
The date, the name of the payee and the amount in words and figures are in 
the handwriting of Mr. Dawson. 

85. We are satisfied that this cheque was issued in blank by Mr. David 
McArthur though it is not clear on whose instructions this was done. In June 
1959, as a result of questions raised by the auditors, Mr. Dawson was 
approached to explain this payment. At a meeting of Directors on 2nd July 
1959 a cheque for £250 in favour of the Eglinton Company by Mr. Dawson 
was produced, and the Board decided to accept it. The Secretary was instructed 
to produce it to the auditors and thereafter lodge it in the Eglinton Company’s 
bank account. 

86. In his evidence Mr. Dawson maintained that cheque “K” was used to 
pay a debt due to him by the George Hotel (Glasgow) Limited and that the 
object of the payment was to enable him to meet a cheque by which he was 
making a payment of £1,000 to the Imperial Hotel (Glasgow) Limited. This 
explanation was denied by Mr. Laughton McLachlan, but he did not assist us 
with any other explanation of cheque “K”. 

87. We are satisfied that the payment made by cheque “K” was not one 
for which the funds of the Eglinton Company should have been used. The said 
payment, which was entered in the Balance Sheet as “Loan to Director”, was 
reported as illegal in the Directors’ Report. 

Purchase of Palace Hotel, Edinburgh 

88. The Minutes of a meeting of the Board of Directors held on 15th 
April 1958 (Minute No. 691) record that Mr. Laughton McLachlan intimated 
that he had purchased the Palace Hotel, Edinburgh, as a personal investment 
in February 1958. He stated that he had been informed subsequently by the 
Secretary that in his, the Secretary’s opinion, it was inadvisable for the Chair- 
man of the Company to own as his personal property an hotel in Edinburgh 
which would compete when opened with the Company’s existing hotels in that 
city. He had decided therefore to offer the Palace Hotel, Edinburgh, to 
Eglinton Hotels (Scotland) Limited, at the cost price paid by him for (a) the 
property and furniture and fittings, ( b ) the subsequent alterations and improve- 
ments made by him to the hotel, and (c) the new furniture, furnishings and 
equipment since purchased by him. 

89. The Minute also records that Mr. Laughton McLachlan added that the 
hotel property and furnishings had been purchased by him for £25,000 (being 
£17,500 for the property and £7,500 for the furniture and equipment), of which 
£17,500 had been paid in cash and the balance by the granting of a Bond and 
Disposition to the previous owners for a sum of £7,500 for a period of 20 
years at an interest charge of 5% per annum. He estimated the cost of sub- 
sequent alterations and improvements and of the new furniture, furnishings 
and equipment would be in the region of £6,500. Mr. Laughton McLachlan 
stated finally that he neither wished to make any profit on the proposed 
transaction nor to have any part in the Board’s decision in the matter 

90. At the meeting the Board (Mr. Laughton McLachlan abstaining from 
voting) resolved to accept the offer made by Mr. Laughton McLachlan for the 
purchase of the Palace Hotel, Edinburgh, subject to ( a ) a valuation being 
obtained confirming the values of the assets to be acquired to be equal at least 
to the amount required to be paid to Mr. Laughton McLachlan as described 
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above, and (S) an agreement being negotiated for the purchase of the hotel on 
terms and conditions satisfactory to the Board. 

91. The Secretary was instructed to take the necessary steps to implement 
the Board’s decision. 

92. At a further meeting of the Board on 15th May 1958 (Minute No. 698) 
the Chairman intimated that the transfer of the hotel to the Company from 
himself was still in the hands of the Solicitors. The date of 30th April 1958 had 
been fixed as the date of the official transfer. 

93. On a query being raised regarding payment, it was reported to the 
Board that sums of £22,650 had been paid to Mr. Laughton McLachlan as 



follows: 

£ 

Purchase Price 25,000 

Less: Bond 7,500 



£17,500 

Outlays for decoration, refurnishing etc 5,150 



£22,650 



Settlement having been made — £ 

(a) by two Bank drafts dated 25th April 1958, drawn on 

the Clydesdale & North of Scotland Bank for 
£10,000 and £6,000 16,000 

( b ) Cheque dated 6th May 1958 6,650 



£22,650 



94. In a letter to the Chairman setting out these payments, the Secretary 
reminded Mr. Laughton McLachlan that when the sum of £16,000 was paid 
on 25th April 1958 an undertaking had been given by the Imperial Hotel 
(Glasgow) Limited to deliver a Disposition on completion of the transaction 
and that such Disposition was now urgently required. The Chairman was also 
asked to supply details of the composition of the amount of £5,150, together 
with the appropriate time sheets, invoices, receipts, etc. 

95. At meetings on 4th June and 14th July 1958 neither the Title Deeds 
nor details of the outlays were available, but at a meeting of the Board held 
on 30th July 1958 (Minute No. 740), while there was still no word regarding 
the Titles, the Secretary reported certain information as to outlays as follows: 





£ s. 


d. 


Expenditure per Wages Book produced by him 


2,282 3 


9 


Legal Expenses 


2,006 10 


1 


Furniture per Valuation by Dowells Ltd. — after 
certain deductions 


784 10 


0 


Certain other furniture purchased by Mr. Laughton 
McLachlan 


352 0 


0 




5,425 3 


10 


Less: Included in previous settlement 


5,150 0 


0 


Balance 


£275 3 


10 
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96. A cheque for £275 was handed to Mr. Laughton McLachlan in settle- 
ment, and on being assured by the Secretary that he was satisfied with the 
make-up of the figures the Board are stated as having expressed themselves 
completely satisfied with this position. 

97. At a later meeting Mr. Alistair Walker stated that he did not agree 
that the legal expenses incurred by Mr. Laughton McLachlan in respect of his 
purchase of the Palace Hotel should be included in the amount paid to him 
by the Company. The other Members of the Board, however, agreed that it 
was the intention under Minute No. 691 that Mr. Laughton McLachlan should 
suffer no loss on the transfer and that the legal expenses should be refunded. 

98. The Title Deeds had still not been supplied to the Company’s Solicitors 
in October 1958, and at the meeting between the Board and the auditors on 
16th October 1958 (Minute No. 778), to which we have already referred in 
paragraph 32 supra, it was decided to send a registered letter to Mr. Laughton 
McLachlan in the following terms : 

“Dear Sir, 

The Board were most disturbed to-day that you were unable to attend 
the Meeting with the Company’s auditors. 

Various points were raised in regard to certain transactions which 
have taken place in the past on which the Board require clarification. 

I am, therefore, instructed to inform you that the Titles and relative 
documents necessary for the Palace Hotel must be in Messrs. Graham, 
Johnston & Fleming’s hands by 11 a.m. on Monday, 20th October. 

I am also instructed to advise you that there will be a Board Meeting 
at 2.30 p.m. on Monday, 20th October, in the Palace Hotel, at which all 
Directors are required to attend. 

Yours faithfully, 

for Eglinton Hotels (Scotland) Ltd. 

(Sgd.) D. McArthur, 

Secretary.” 

99. At a Board Meeting on 18th October 1958 Mr. Laughton McLachlan 
stated that the trouble arose through a dispute regarding interest in respect of 
three months and the fact that certain furniture had been removed from the 
Hotel (Minute No. 762). 

100. At a further Board Meeting on 25th October 1958 (Minute No. 799), 
the Board had before them a letter dated 22nd October 1958 which had been 
received from Messrs. Graham, Johnston & Fleming, the Company’s Solicitors, 
in the following terms: 

“Dear Sir, 

Palace Hotel , Edinburgh 

As instructed by you we wrote to Mr. Clark Thomson. He informs us 
that the Title to this hotel stands in the name of Imperial Hotel (Glasgow) 
Limited, the Disposition to them having been recorded on 14th March 
1958. At settlement cash amounting to £10,000 was paid to account of 
the price of £25,000, the balance of £15,000 being left on loan by the 
Misses Mackay who held a Bond for this amount secured on the Palace 
Hotel. 
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We understand the loan arrangement to be, that £7,500 is to be repaid 
by February 1959, and the balance of £7,500 is to be allowed to remain 
for 20 years. We explained the position as affecting your Company and 
asked Mr. Clark Thomson whether his clients would be likely to accept 
Eglinton Hotels as the obligants in the Bond in place of Imperial Hotel 
(Glasgow) Limited and we gather that this proposal has already been 
placed before his clients, who do not regard it with favour. 

We should explain that we hold an Undertaking dated 25th April last 
from the Imperial Hotel (Glasgow) Limited signed by Mr. McLachlan 
whereby in consideration of £16,000 paid to them they undertake, when 
called upon, to deliver a Valid Disposition of the Palace Hotel together 
with a Valid Marketable Progress of Titles and Searches in the Sasine and 
Personal Register showing clear records with the exception of the Bond 
for £7,500. As we now know the Bond is for £15,000 and it therefore 
becomes essential for the Imperial Hotel (Glasgow) Limited to repay 
£7,500 to the lenders and thereafter it may be possible to arrange for the 
remaining £7,500 to subsist as a loan for a period of 10 years but subject 
to Annual repayments of Capital. 

We are. 

Yours faithfully, 

Graham, Iohnston & Fleming.” 

101. Our investigation has disclosed that the facts stated in the said letter 
of 22nd October 1958 are accurate. 



102. Eventually Imperial Hotel (Glasgow) Limited executed a Disposition 
of the Palace Hotel in favour of the Eglinton Company on 25th March 1959. 



103. We have confirmed that the payments made to 
McLachlan were as follows: 


Mr. Laughton 


25th April 1958 — 2 Bank drafts for 

6th May 1958 — cheque 

23rd July 1958 — cheque 


.. 16,000 
6,650 
275 




£22,925 


Representing the price of 

Less: Bond 


£ 

.. 25,000 

7,500 


Additional outlays as referred to in paragraph 95 supra . 


17,500 

5,425 




£22,925 



104. With regard to the sum of £5,425 paid to Mr. Laughton McLachlan 
as additional outlays we would make the following comments: 

(a) We have been unable to satisfy ourselves in any way that the expen- 
diture of £2,282 included in this sum and said to be wages on 
decoration, repairs, etc., was incurred. No wages book or other record 
could be produced to us. 
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( b ) We have been able to verify that the claim for legal expenses of 
£2,006 10s. Id. was made up as follows: 



Neil Ross 

P. Clark Thomson ... 
Buchanan & Mcllwraith 
ICeir Moodie & Co. ... 



£ s. d. 
828 7 6 
750 6 7 
384 16 0 
43 0 0 



£2,006 10 1 



We have ascertained, however, that the original account of Mr. 
Neil Ross against Mr. Laughton McLachlan amounted to £1,113 16s. 
Id. but that after negotiation between Mr. Laughton McLachlan and 
Mr. Ross it was eventually reduced to £748 15s. 3d., of which £117 
was personal to Mr. Laughton McLachlan, leaving a balance due in 
respect of the Palace Hotel and other work admitted to be for the 
Eglinton Company of £631 15s. 3d. Mr. Ross recovered £500 of 
this sum by arresting funds in the hands of Dowells Ltd. and the 
balance from Mr. Laughton McLachlan through his Stockbroker. We 
have also ascertained that Messrs. Dowells Ltd. sold certain furni- 
ture from the Palace Hotel belonging to the Eglinton Company, 
thereby realising a net sum of £588 11$., from which the said sum of 
£500 was paid under arrestment to Mr. Ross and the balance direct 
to Mr. Laughton McLachlan. It is our opinion therefore that Mr. 
Laughton McLachlan was not entitled to recover more than £131 
15$. 3d. from the Eglinton Company in respect of this account, and 
as his claim was for £828 Is. 6d. he overcharged the Eglinton Com- 
pany with £696 12$. 3d. He should also in our opinion refund to the 
Eglinton Company the balance of £88 11s. realised for furniture sold 
from the Palace Hotel. 

Messrs. P. Clark Thomson acted for the sellers of the property 
and their bill of £750 6s. 7 d. was made up as follows: 





£ 


s. 


d. 


Arranging Bond for £15,000 


... 211 


12 


0 


Interest on outstanding purchase price ... 


... 116 


3 


7 


Rates, Insurance, etc., apportionments ... 


... 222 


11 


0 




550 


6 


7 


Costs in Court of Session Action 


... 200 


0 


0 




£750 


6 


7 



Under the terms of Minute No. 691 referred to above the agreed 
amount of the Bond was £7,500, but Messrs. Clark Thomson’s 
account covers the costs of a Bond of £15,000 not authorised by the 
Board. We consider that the Eglinton Company should only have 
been charged with costs applicable to the agreed Bond of £7,500. 
The charges made by this firm also include the costs, amounting to 
£200, of a Court of Session action which we are informed was raised 
against Mr. Laughton McLachlan. For reasons stated below we are 
of the opinion that this sum of £200 was not a proper charge to be 
made against the Eglinton Company. 

29 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Messrs. Buchanan & Mcllwraith’s account includes a general fee 
of £355 also based on a Bond of £15,000 which should not in our 
opinion have been charged wholly against the Eglinton Company. 

The amount paid to Messrs. Keir Moodie & Co. is wholly related 
to the Court of Session action and in our opinion is not a proper 
charge against the Eglinton Company. 

(c) With regard to the items of furniture amounting in total to £1,136 10s. 
we have seen the inventory but have been unable to verify whether 
this was furniture purchased by Mr. Laughton McLachlan or which 
formed part of the furniture included in the original purchase. If it 
was so included it should not in our opinion have been charged 
against the Eglinton Company by Mr. Laughton McLachlan. We have 
been unable to obtain any evidence whatsoever of the additional 
furniture stated to have been supplied by Mr. Laughton McLachlan. 



105. It will thus be noted that when the Board of Directors approved of 
the purchase of the Palace Hotel at their meeting on 15th April 1958 the 
estimated cost was stated at £31,500, made up as follows: 

£ 

Property 17,500 

Furniture 7,500 

Alterations, Improvements, etc 6,500 



£31,500 



The actual outlays incurred by 31st October 1958 were as follows: 

Cash payments to Mr. Laughton McLachlan 

Heritable Bond in favour of the Vendors 

Legal expenses paid direct by Company 

Expenditure by Company on new Furniture 



£ 

22,925 

7,500 

1,124 

9,178 



£40,727 



The foregoing payments amounting to £40,727 were dealt with in the Com- 



pany’s Accounts as follows: 

Capitalised : £ 

As Heritable Property 21,910 

As Furniture and Fittings 15,315 



37,225 

Written off to Revenue 3,269 

Charged back to Mr. Laughton McLachlan 233 



£40,727 



106. The evidence of Mr. Laughton McLachlan on the details of the 
Palace Hotel transaction was vague, unhelpful and unsatisfactory, although the 
subject was one in which he was personally interested and which involved 
substantial sums. He was unable to tell us when or how the transaction had 
originated or been settled. He professed to have only the faintest recollection 
of the Court of Session action already referred to but he denied that he was 
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at any time financially embarrassed. There was, however, ample evidence to 
the effect that Mr. Laughton McLachlan and the Glasgow Group were having 
great difficulty in meeting their liabilities. 

107. In the course of our investigation we have ascertained certain addi- 
tional facts in relation to the Palace Hotel transaction which appear to us to 
be of considerable significance, not only in relation to the purchase of that 
hotel but also in relation to certain matters dealt with earlier in our Report, 
and in particular cheques “A”, “B”, “C”, “F”, “G” and “H”. 

108. The original missives of sale of the Palace Hotel were entered into 
between the then owners and Mr. Laughton McLachlan in August 1957. The 
price to be paid under these missives was £20,000 for the property and £5,000 
for the business. The date of entry was 31st December 1957, when the price 
was payable. Payment of the price was not made timeously by Mr. Laughton 
McLachlan and in consequence the sellers raised an action against him in 
January 1958 for implement of the missives. This action was settled at the 
stage of the open Record and the terms of settlement involved payment by Mr. 
Laughton McLachlan in cash of the sum of £10,000 which in the event was 
made as to £5,000 by cheque dated 20th February 1958 and as to £5,000 by 
cheque post-dated to 31st March 1958, which was handed to the sellers’ 
solicitors on 28th February 1958. We have been informed that these payments 
were made by Mr. Laughton McLachlan’s solicitors, Messrs. Buchanan & 
Mcllwraith, of Glasgow. The balance of £15,000 was met by a Bond over the 
subjects which was executed on 28th February 1958. In consideration of the 
said payment the sellers executed a Disposition in favour of Imperial Hotel 
(Glasgow) Limited dated 26th and 28th February 1958. This Disposition was 
duly recorded and the price for the property stated therein was £20,000. 

109. It will be observed that these transactions were all prior in date to 
the meeting of the Board of Directors held on 15th April 1958 (Minute No. 
691) to which we have already referred and at which Mr. Laughton McLachlan 
is reported to have stated that £17,500 had been paid in cash and £7,500 by 
the granting of a Bond. 

1 10. It will also be observed that the total of cheques “A”, “B” and “C” 
amounted to £5,080 and that these three cheques were all drawn on the same 
date, viz. 18th February 1958, and paid into the Renfield Street Branch of 
the British Linen Bank, which held the account of the Imperial Hotel (Glasgow) 
Limited and also of the George Hotel (Glasgow) Limited. 

111. In view of the history of these three cheques, the unsatisfactory 
nature of the purported receipts for cheques “A” and “B”, and the proximity 
in date of these payments to the first payment of £5,000 made to the sellers 
of the Palace Hotel on 20th February 1958, we consider there is a very strong 
inference that the object of these payments was to finance an account held by 
the said Renfield Street Branch of the British Linen Bank so that the first cash 
payment referred to could be met. Moreover, cheques “F”, “G” and “H”, 
which were drawn on 24th March and 1st April 1958 respectively, amounted 
in total to £5,744 11s. These cheques were closely contemporaneous to 31st 
March 1958, by which date the cheque for the second cash payment of £5,000 
had to be met. Here again we consider there is a very strong inference that the 
object was once more to finance an account held at the Renfield Street Branch 
of the British Linen Bank. We also note that the balance of £744 1 Is. over the 
figure of £5,000 is closely similar in amount to the account of P. Clark 
Thomson S.S.C., the solicitor who acted for the sellers of the Palace Hotel, 
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amounting to £750 • 6s. 7 d„ which is stated to have been paid on behalf of 
Mr Laughton McLachlan and which he subsequently charged against the 
Eglmton Company as we have already stated. 

Sales of Assets 

. }, 12 - £ u ™g * e y ea r to 31st October 195S the Eglinton Company disposed 
ot the following three establishments together with the furnishings therein: 
The Stafford Restaurant. Edinburgh. 

“St. Ann’s”, North Berwick. 

“Springfield”, North Berwick. 



113. The net prices realised which showed a substantial loss on the Book 
Value were as follows: 





Realised 


Book Value 


Loss 




£ 


£ 


£ 


Stafford Restaurant 


20,689 


28,497 


7,808 


“Springfield” 


2,460 


12,928 


10,468 


St. Ann’s” 


8,411 


25,507 


17,096 




£31,560 


£66,932 


£35,372 



1 14. The first reference in the Minutes to the sale of the Stafford Restaurant 
was on 15th April 1958 (Minute No. 690), when Mr. Laughton McLachlan 
reported that he had received and accepted, subject to confirmation by the 
Board, an offer from Mr. Ronald E. Crolla to purchase the property, furniture 
and fittings, etc., for the sum of £21,000. The Board resolved, apparently with- 
out further discussion, to accept the offer, although the property alone pur- 
chased in 1954 together with subsequent improvements had cost £24,617. 

115. The price, when received, was not lodged by the Secretary in the 
Eglinton Company’s own bank account but in the Clydesdale & North of 
Scotland Bank Ltd., 115, Bath Street, Glasgow, and it was out of this price 
that two Bank Drafts were obtained on 25th April 1958 for £16,000 which 
were handed to Mr. Laughton McLachlan on account of the purchase of the 
Palace Hotel, Edinburgh, as referred to in paragraph 93 supra. The balance of 
the price was retained on Deposit Receipt and was eventually lodged in the 
Eglinton Company’s own bank account on 20th May 1958. We could not 
obtain any satisfactory explanation as to why the proceeds were so dealt with 
by the Secretary. 

116. The disposal of “Springfield” and “St. Ann’s” was discussed at a 
Board meeting on 15th May 1958 (Minute No. 698) and the sale was duly 
authorised of “Springfield” at a price of £2,000 while in the case of “St. Ann’s” 
it was resolved to leave negotiations in the hands of the Chairman. The two 
properties were subsequently sold some months later. 

117. “Springfield” was a house used for Staff purposes and we have been 
informed that it was sold to an ex-employee of the Eglinton Company, but we 
have no reason to believe that this was known to any of the Directors at the 
time of the sale as the offer was from a Solicitor acting for a client. 

118. We have been unable to obtain any explanation as to the reason for 
the substantial loss on realisation but it should be noted that the properties 
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stood in the books at a valuation made when the Eglinton Company was 
originally tormed. We were informed that most of the furniture in both 
Springfield and St. Ann’s” had already been removed to other establish- 
ments without any corresponding entry in the books of the Eglinton Company. 

Furniture and Furnishings 

119. In their Report on the Accounts the auditors reported that they had 
been unable to satisfy themselves that the furniture and furnishings on hand 
at 31st October 1957, or purchased during the year, had been properly accoun- 
ted for. We have investigated this matter and deal with certain purchases 
during the period later in this Report. A certain amount of vague evidence was 
given to us with regard to certain transfers, from hotels of the Eglinton Com- 
pany to establishments not owned by that Company, but in only one instance 
namely the transfer of at least 100 covers of cutlery from the George Hotel’ 
Edinburgh, to the George Hotel, Glasgow, was it established positively that 
such a transfer was made without payment. 

120 For some years it was the policy of the Eglinton Company to buy 
centrally through a subsdiary, the George Furnishing Co. Ltd., the require- 
ments of the various hotels for furnishings, carpets, linen, etc., and to keep 
these in store in Edinburgh until issue to the hotels concerned. As stated in 
paragraph 18 supra, stock which had been valued in the Company’s Accounts 
for the previous year at £6,489 was written off at 31st October 1958. 

121. We have been unable to obtain any satisfactory explanation for the 
disappearance of the stock referred to in the preceding paragraph. There was 
some vague evidence of articles being sent to sale rooms and also to certain 
ot the hotels and establishments of the Eglinton Company but no receipts in 
respect of sales of any magnitude from this source were traced. 

122. In the course of an investigation which we carried out at the offices 
of the Reliance Upholstery Co. we discovered that there was shown in the 
Ledger of that firm a payment of £500 on 9th June 1958, said to be for goods 
supplied. The receipt of this amount was not recorded in the books of the 
Eglinton Company nor is there any trace in the said Accounts of this trans- 
action. We have ascertained that the cheque for the said sum of £500 was 
acutally paid to the Imperial Hotel (Glasgow) Limited, although the payee 
on the cheque counterfoil was Eglinton Hotels (Scotland) Limited. 

123. We must however point out that proper and accurate records of all 
transfers of furniture, etc., to and from the hotels of the Eglinton Company 
were not available during the relevant period and we have been unable to 
arrive at any definite conclusion on this subject. 

Miscellaneous Matters 

124. The Auditors’ Report, as set out above, on the Balance Sheet at 31st 
October 1958 contained a general qualification as to their not being satisfied 
that all invoices rendered to and payments made by the Company were for 
goods supplied or services rendered to the Company. The more important 
items covered by this qualification are referred to in earlier parts of this 
Report but in the course of our general examination into the Books of the 
Company we had to question the following matters for which we could get 
no satisfactory explanation. 
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(a) Purchases of new furniture for the Palace Hotel, Edinburgh: 

125. Invoices dated 18th April 1958, 6th June 1958, and 10th June 1958, 
from the Victoria Bedding Co. Ltd., for delivery of Divans to the total value 
of £222 12s„ are addressed to Eglinton Hotels (Scotland) Limited, but we 
have ascertained that the goods in question were delivered to the Adelphi 
Hotel, Glasgow, one of the Glasgow Group referred to above. This informa- 
tion has been confirmed by the suppliers. 

126. A statement dated June 1958, with supporting invoices from the 
Craighouse Cabinet Works, for delivery of 20 Bedroom Suites to a value of 
£869 19s 1 . 6d. show that 10 of these Suites, costing £439 19i. 9 d. including 
carriage, were delievered to the Adelphi Hotel, Glasgow. 

127. A copy invoice dated 14th June 1958 from the Glasgow & London 
Furniture Warehouse Ltd., for delivery of Carpets to a value of £448 14.v. 3d., 
was addressed to the Company, but previous copies supplied showed that 
Carpets included to the value of £155 12r. 6 d. were delivered to the Adelphi 
Hotel, Glasgow. We have been informed by the suppliers that the earlier 
copies showed the correct position and that the final copy was issued only for 
“accounts purposes”. 

128. A cheque payment on 13th October 1958 for £700 to H. & J. 
Littlejohn for carpeting was charged to Palace Hotel, Furnishings and Fittings 
Account. This was stated to be a payment on account against an invoice dated 
October 1958 of £1,065 6s. 9 d. from H. & J. Littlejohn, but the details of that 
invoice do not correspond with the entries in the books of the suppliers nor 
was this purported payment of £700 credited to the Eglinton Company by that 
firm. We have ascertained that the cheque in question was endorsed by Messrs. 
Littlejohn in favour of John Dawson, a Director of the Company, and paid 
into his Bank Account. No satisfactory explanation was obtained by us to 
account for this transaction, although Mr. Dawson maintained that the pay- 
ment was made to him in satisfaction of a personal debt due to him by Mr. 
Laughton McLachlan. 

129. There were other unsatisfactory features of certain invoices which 
although addressed to the Company seemed to us to be unlikely purchases for 
a hotel of this nature, but we have been unable to arrive at any definite con- 
clusion thereon. 

130. It is our opinion, however, that the foregoing four instances involving 
a total sum of £1,518 4j. 3 d. were improperly paid by the Eglinton Hotels 
(Scotland) Limited and so far as we can ascertain no attempt has been made 
by the Eglinton Company to make a charge to the Glasgow Group for these 
goods. 

( b ) Repairs and Renewals: 

131. Invoice dated 29th April 1958 from Gaskell & Chambers for £61 15 j. 
6d. includes a sum of £48 12s. in respect of a Neon Sign addressed to the George 
Hotel, Edinburgh, but queried in ink suggesting delivery to have been made 
to the Adelphi Hotel, Glasgow. The account was, however, eventually charged 
to the Royal Hotel, North Berwick. 

132. Invoices dated in June and July 1958 front Falks Ltd. for £173 14s. 8 d. 
include goods of a value of £68 7s. 6d. stated to have been delivered to the 
Adelphi Hotel, Glasgow, were altered by the Company’s officials and charged 
to the Palace Hotel, Edinburgh. 
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133. In June 1958 certain furnishings were purchased by Mr. Laughton 
McLachlan at an Auction Sale held by Messrs. Morrison McChlery & Co. 
The total amount of the account was £558 3s. 6d., and this was paid by the 
Eglinton Company and charged to appropriate hotel accounts, with the excep- 
tion of an amount of £150 in respect of 200 chairs which was charged to 
“Stock” Account and eventually written off to Profit and Loss Account. These 
200 chairs were delivered on 13th June 1958 to Dawson’s Stores, Glasgow, for 
storage on the Eglinton Company’s account, whose records show that 100 of 
the chairs were eventually delivered to the George Hotel (Glasgow) Limited 
and 100 to the George Hotel, Edinburgh. The date of the Edinburgh delivery 
was 10th December 1958, and we have been able to verify their receipt from 
the records of the George Hotel, Edinburgh. On the following day, however, 
100 chairs were returned to Glasgow against a further delivery of 95 chairs. 
It has been impossible to verify whether different chairs were returned to 
Glasgow or not but it is clear that out of the original purchase at the Auction 
Sale 100 chairs did not reach the Eglinton Company and that the sum of £150 
paid by that Company should have been reduced accordingly. 

134. There were certain other invoices which included small amounts 
which would appear to be of a personal nature or to be for some of the hotels 
belonging to the Glasgow Group, but these were not of any significant amount. 
There were, however, a considerable number of invoices missing regarding 
which we were unable to obtain any information. 

(c) Linen Purchases: 

135. There were substantial purchases of Linen in the period covered by 
our investigation and in particular from the Belfast Damask and Linen Co., 
where the total invoices which we examined amounted to £8,436 8r. lid., 
against which the Eglinton Company has paid £7,936 8s. lid., leaving an 
apparent balance of £500 outstanding. The suppliers have given us consider- 
able assistance with information from their own records and we have been 
able to confirm that the balance of £500 has been paid to them from another 
source. 

136. The suppliers have given us complete details of the destination to 
which the goods were delivered and it appears from their records that Linen 
to the value of £2,463 15s. 3 d. was delivered to hotels in the Glasgow Group 
but charged to the Eglinton Company. 

137. The original invoices covering part of these deliveries amounting to 
£916 10s. 4 d. were mutilated but at the Eglinton Company’s request amended 
invoices were issued which gave no destination. The total paid by the Eglinton 
Company against the sum of £2,463 15s. 3 d. was £1,963 15s. 3d. 

(d) Suspense Account: 

138. A cheque numbered 16035 dated 27th August 1959 for £500 and a 
cheque numbered 16460 dated 16th September 1959 for £400 were drawn and 
charged to Suspense Account without any invoice or supporting documents 
being available. 

139. Cheque numbered 16035 for £500 was payable to A. Rubenstein of 
the Reliance Upholstery Co. and endorsed by him to Mr. John Dawson, a 
Director of the Eglinton Company. We have ascertained that no entry was 
made in the books of the Reliance Upholstery Co. in respect of this payment. 
No satisfactory explanation was obtained by us to account for tins transaction, 
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but as in the case of the cheque for £700 payable to H. & J. Littlejohn 
and referred to in paragraph 128 supra Mr. Dawson maintained that the 
payment was made to him in satisfaction of a personal debt due to him by Mr. 
Laughton McLachlan. 

Cheque numbered 16460 for £400 was payable to the Reliance Upholstery 
Co. and was duly credited in the books of that firm to the Eglinton Company’s 
account. No information as to the nature of this payment was made available 
to us except the suggestion that it represented a payment in advance for goods 
supplied and services rendered. 



(e) Wages: 

140. The Eglinton Company employed certain tradesmen such as painters, 
etc., who were engaged on general maintenance work in the hotels of the 
Group. After 1st January 1959 these employees had to keep individual time 
sheets detailing the hotels at which they had been working and an examination 
of these sheets disclosed that from time to time they were employed otherwise 
than on the Company’s business. Some of the time sheets had been altered and 
the description in some cases was doubtful but the value of the time wrongly 
charged to the Eglinton Company can be stated as at least £466 Is. 9d., made 
up as follows: 

£ s. d. 

Time spent on Hotels of the Glasgow Group 292 11 11 

Time spent on Mr. Laughton McLachlan’s personal property 173 15 10 



£466 7 9 



No attempt has been made to recover these outlays. 

(/) Motor Car Transactions: 

141. In January 1959 the Company purchased from Callanders Garage 

Garage Ltd. a Ford Consul G. 83 at a cost of £877 5 0 

Against which there was traded in the Company’s Ford 
Anglia T.Y.S. 420 for a sum of 450 0 0 



Involving a net payment of £427 5 0 



142. The transaction was carried through by Mr. Laughton McLachlan 
Mr. J. Walker and a cheque was issued by the Company to Callanders Garage 
Ltd. for £440, an overpayment of £12 15s., which sum has now been charged 
against Mr. Laughton McLachlan as shown in paragraph 147 infra. At the 
same time, without the Eglinton Company’s knowledge, a hire purchase con- 
tract secured over the new car was entered into between Mr. J. Walker and the 
United Dominions Trust (Commercial) Ltd., under which an advance of £597 
5s. was paid to Callanders Garage Ltd. This amount secured over a Company’s 
Asset, along with the overpayment of £12 15s. viz. a total of £610, was paid to 
Mr. Laughton McLachlan in a general settlement of his personal account with 
Callanders Garage Ltd. The instalments under the hire purchase contract were 
paid from a source other than the Eglinton Company but on the car becoming 
a total loss in November 1959 the United Dominions Trust (Commercial) Ltd. 
claimed from the Company the balance of £510 13s. 6 d. still outstanding. This 
sum was, however, eventually paid by Mr. J. Walker. 
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143. This appears to be an example of a Director obtaining finance on the 
security of an Asset of the Eglinton Company. 

(g) Loan obtained from Wm. McEwan & Co. Ltd.: 

144. In the course of our investigation two letters were brought to our 
notice from which it appeared that a loan had been obtained from Wm. 
McEwan & Co. Ltd. on condition that the George Hotel (Glasgow) and Mr. 
Laughton McLachlan, as Chairman and as Chairman of the Eglinton Company, 
undertook to increase the sales of McEwan’s bottled beer by the George Hotel, 
Adelphi Hotel and the Eglinton Group by a certain amount and to maintain 
the sales of the beer of William Younger & Co. Ltd. at their existing level. 
These letters were (1) a letter from Messrs. Buchanan & McTlwraith, Mr. 
Laughton McLachlan’s solicitors, to Mr. Dawson dated 7th February 1958, 
and (2) a letter from Mr. Dawson to the Manager of the Royal British Hotel, 
Edinburgh, dated 11th February 1958. In the second of the said letters Mr. 
Dawson informed the said Manager inter alia that he (Mr. Dawson) had drawn 
up an agreement with Messrs. Wm. McEwan & Co. Ltd. and Messrs. William 
Younger & Co. Ltd. that they should be the sole suppliers of all bottled and 
draft beer to “our Organisation” as from the date of the letter. We did not 
find any reference to any such arrangement in the Minutes of any Board 
Meeting. 

145. Mr. Laughton McLachlan stated in his evidence that a loan of 
£10,000 or £5,000 had in fact been made by Scottish Brewers to the George 
Hotel (Glasgow) Limited and that this loan had been negotiated on his behalf 
by Messrs. Buchanan & Mcllwraith. Mr. Laughton McLachlan professed to 
have no recollection of the conditions of the said loan. 

(A) Directors' Accounts: 

146. Mr. Laughton McLachlan and Mr. J. Walker regularly drew sums 
from the Head Office Petty Cash said to be for expenses or on account of 
salary. In addition personal accounts appear to have been paid for them by 
the Eglinton Company from time to time. The books were not fully written up 
at the time of our examination but we were informed that it is the intention 
to charge these Directors with the amounts in question. 



147. In the period from February 1959 to August 1959, accounts paid on 



to 

Less: Undrawn Salary and Director’s Fees 

Against which a sum was repaid in cash ... 



To which has been added in respect of the Motor car referred 
to in paragraph 142 supra 

Leaving a balance due to the Company of 



£1,673 


12 


10 


466 


11 


10 


£1,207 


1 


0 


1,000 


0 


0 


£207 


1 


0 


12 


15 


0 


£219 


16 


0 



148. Against this sum Mr. Laughton McLachlan has lodged a claim for 
expenses, covering a period of eight months, amounting to £623. The Company 
dispute this claim which is entirely unvouched. 
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149. Mr. J. Walker has had accounts paid on his behalf and has drawn 



Petty Cash to the amount of ... 
Against which he has repaid . . . 
and Director’s Fees undrawn are 



£824 6 4 

£503 3 1 
66 4 4 

569 7 5 



Leaving a sum due of 



£254 18 11 



Debt of £3,641 referred to in Auditors’ Report 

150. The Auditors in their Report on the Accounts of the Company for 
the year to 31st October 1958 referred to a debt of £3,641 due to the Company 
at 31st October 1958 and to the fact that they had been unable to satisfy 
themselves that it would be fully recoverable. 



151. The debt in question was one due by the George Hotel (Glasgow) 
Limited, which, as referred to above, was under the control of Mr. Laughton 
McLachlan or his relatives. 



152. The amount due was made up as follows: 

Proportion of £1,100 Valuation Fees (Cheque “A”) 
Proportion of other Valuation Fees (Cheque “D”) 

Payment to Hugh Twaddle (Cheque “E”) 

Payment to R. B. Meiklejohn (Cheque “I”) 

Balance of Maddox Street outlays 

Miscellaneous Items 



£ s. d. 
550 0 0 
250 0 0 
584 0 0 
400 0 0 
1,504 7 2 
352 2 11 



There has been paid since 31st October 1958 in respect 
of certain of the above amounts 



3,640 10 1 
3,006 16 11 



Leaving a balance outstanding of 543 13 2 

But further charges for supplies of liquor and sundry 
expenses have been made in the current year amount- 
ing to £2,638 16 10 

Against which has been paid 704 13 2 

1,934 3 8 

Leaving due to the Company by George Hotel (Glasgow) 

Limited, as shown in the books of the Eglinton Com- 
pany £2,477 16 10 



153. The additional outstanding amount of £1,934 3s. 8 d. incurred since 
31st October 1958 is due almost entirely to the transfer of Stocks of Liquor 
from Edinburgh to Glasgow which have not been returned. So long as Mr. 
Laughton McLachlan remained a Director no active steps appear to have 
been taken to recover the balance outstanding. 



154. We are unable to express any opinion as to the ultimate recovery of 
this balance, which takes account only of items which have been correctly 
dealt with in the books of the Company. 
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Conclusion 

155. In our opinion many of the matters above reported on demonstrate a 
gross lack of control at Board and Head Office levels of the operations and 
finances of the Eglinton Company. We are satisfied that there was a serious 
disregard of the interests of the Shareholders, and Mr. Laughton McLachlan 
in particular must bear the responsibility for this. He repeatedly stated in his 
evidence that he had no knowledge or recollection of transactions with the 
details of which he could and should, in our opinion, have been familiar. His 
attendance at meetings of Directors was far from regular and his consideration 
of the Minutes of such meetings on his own showing perfunctory. In certain 
instances he maintained that Minutes signed by himself were incorrect, and he 
constantly professed ignorance of matters upon which he, and in some cases 
he alone, was in possession of the facts. He admitted that, although arrange- 
ments had been made that all cheques should be signed by himself and the 
Secretai^ so that he, Mr. Laughton McLachlan, would be able to scrutinize 
expenditure, he in fact took no steps to scrutinize expenditure and signed 
cheques without investigation. He must also in our opinion have been well 
aware of the undesirable practice of issuing cheques in blank to which we have 
referred. If Mr. Laughton McLachlan was as ignorant of many of the trans- 
actions on which we have reported, in particular the cheque transactions, as 
he professed to be it is our opinion that he seriously failed in his duties as a 
Director and for a period the Managing Director, of a Public Company. 



156. Some responsibility for the lack of control to which we have referred 
must also be borne by Mr. Dawson and Mr. J. Walker. It is doubtful whether 
either of these gentlemen had the necessary qualifications or experience for the 
positions which they held in the Eglinton Company. Mr. Dawson, who for a 
period acted as General Manager and who bore the main responsibility for 
purchasing during most of the period covered by our Report, had previously 
been an officer in the Merchant Service. Mr. J. Walker, who came to the 
Eglinton Company as Catering Manager, does not appear to have had much, 
if any, previous experience in a position of such responsibility. 



157. It is obvious from the matters already reported on in detail that there 
were fairly numerous occasions when funds of the Eglinton Company were 
used to pay sums owing by the Glasgow Group, and this at times when there 
was no justification or excuse for such action. Some of these instances may 
have been due to the lack of control to which we have already referred and to 
carelessness in checking invoices. In certain instances, however, Mr. Laughton 
McLachlan must, in our opinion, have been well aware of the use of the 
Eglinton Company’s funds to meet payments due by the Glasgow Group, and 
we refer to cheques “E” and “I” as examples of this. 



158. In our opinion an even more serious situation arises in relation to a 
number of the other payments reported on, and in particular (1) cheques “A”, 
“B”, “C”, “F”, “G” and “H”, (2) the overcharge of £692 12r. 3 d. made 
against the Eglinton Company referred to in paragraph 104 supra, (3) the 
cheques for £700 and £500 referred to respectively in paragraphs 128 and 139 
supra and (4) the cheque for £500 referred to in paragraph 122 supra. In these 
cases there is, in our opinion, grave suspicion that funds of the Eglinton Com- 
pany were dishonestly appropriated and we consider that the circumstances 
are such as to merit a police inquiry. 
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159. In the Directors Report cheques “F” and “G” were treated as in- 
fringements of Section 190 of the Companies Act, 1948. If cheque “G” was 
truly an advance it would no doubt be struck at by the said Section, but it is 
our opinion that neither of these payments were originally intended to be loans 
and that repayment was made only after pressure by the Secretary of the 
Company. Similarly we are of the opinion that cheque “K” was not intended 
originally to be a loan, and that repayment of this sum was only made as a 
result of pressure initiated by the auditors. In general we are satisfied that very 
few, if any, of these matters on which we have reported would have been 
rectified if it had not been for the firm and proper handlin g by the auditors of 
a situation of very considerable difficulty. 

(Signed) J. O. M. Hunter. 

_ . f , , T. C. Currie. 

Dated 26th July, 1960. 
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